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Response to Questions on the 2016 LOBs

Request By: Supervisor Foust Relevant LOB(s): LOB#314

Question: Describe the different health care options available to retirees, including
Medicare.

Response:

The County offers a number of health care plans for retirees. These plans work as primary
coverage for pre-Medicare retirees. Retirees and covered dependents that are eligible for
Medicare are required to elect and maintain Medicare Part A and Part B coverage to continue
coverage under any of the County medical plans with Cigna or Kaiser. For Medicare retirees,
Medicare is the retiree’s primary medical payer and the County’s plan is the secondary payer,
meaning that Medicare pays first and anything not covered by Medicare is to a large extent
covered by the County plan. Benefit-eligible retirees can select to be covered under the following
County-sponsored plans:

OAP Co-Pay Plan - A co-pay structure medical plan managed by Cigna. This plan offers both in-
network (with access to a national network of providers and facilities) and out-of-network
benefits. Prescription drug coverage is provided to pre-Medicare retirees through the plan, while
coverage for Medicare retirees is provided through the Cigna HealthSprings Rx Employer
Prescription Drug Plan.

OAP 90% and 80% Co-Insurance Plans - Co-insurance medical plans with an annual deductible
managed by Cigna. These plans offer both in-network (with access to a national network of
providers and facilities) and out-of-network benefits. Prescription drug coverage is provided to
pre-Medicare retirees through the plan, while coverage for Medicare retirees is provided through
the Cigna HealthSprings Rx Employer Prescription Drug Plan.

Kaiser-Permanente HMO - A local, medical center-based plan with a co-pay structure for in-
network services only. There is no coverage for services received from out-of-network providers
who do not work at the Kaiser medical centers.

Kaiser-Permanente HMO for Medicare-Eligible Retirees - Kaiser’s Medicare Advantage Plus plan.
As a Medicare Advantage plan, all services, including Part D prescription drugs, are provided
through Kaiser.

In addition to these health plans, benefits-eligible retirees may elect dental insurance, group
term life insurance, and spouse and dependent life insurance. Vision insurance is included in the
County’s medical program and in the medical premium. Retirees must maintain coverage with
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the County in order to be eligible to participate in the County’s plans. Retirees may not reenter
the County plans if they choose to decline coverage under the County plans at any time.

The County’s health plan design generally offers the same plan choices to retirees as are offered
to active employees. However, prescription drug coverage for Medicare retirees is provided
through a group Medicare Part D drug plan, the Cigna HealthSprings Rx Employer Prescription
Drug Plan. This Employer Group Waiver Plan (EGWP) was implemented at the beginning of the
2016 plan year, allowing the County to take advantage of additional subsidies that are more
favorably reflected in the valuation of the County’s liability for other post-employment benefits
(OPEBs). This resulted in a significant decrease in the County’s annual required contribution to
prefund the OPEB liability.

Similar to the changes made with the implementation of the EGWP for Medicare retiree
prescription drug coverage, there are alternative solutions available that the County could
employ to provide medical coverage to Medicare retirees, either through a group-based
approach or an individual market-based approach. A group-based approach allows the County
to retain control of plan design and costs. For example, a group Medicare Advantage plan would
provide opportunities to manage costs in addition to care coordination for its members. A
Medicare Advantage plan has the potential to reduce complexity for the retiree because it
combines two plans, Medicare and the County plan, into one.

Alternatively, in an individual market-based approach the County would relinquish control of plan
design, though members would have access to a greater selection of coverage options. Stable,
cost efficient markets exist for Medicare retirees. Private administrative platforms, or “private
exchanges,” exist to support individual market enrollment and advocacy. While a similar move
to the individual market could also be considered for pre-Medicare retirees, it would not be
recommended for consideration at this time as pre-Medicare retirees would participate in the
public exchanges, which currently are not stable operationally, economically or politically.

Staff will continue to review these and other alternatives as part of the annual process of
considering adjustments to the design of the County’s health plans. Any changes to the design
of the County’s retiree health benefits would require consideration of the potential cost or
savings to both the County and retirees, the disruption that would be experienced by retirees
due to changes in coverage, and the comprehensiveness of the coverage that would be provided
to retirees.



