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As a result of a recent (2011 announcement) and dramatic increase in retiree medical plan 

premiums, especially for our dependents, a small group of retirees took on a review of the whys 

and wherefores of the increase. What caused the increase? Are the retirees getting value for 

the premium? Are there alternatives?  

 

To answer these questions, we researched how our current plan processes medical claims. We 

also researched other Medicare-based options and how they perform. In addition, we reached 

out to several retirees and asked them to share their experience with the current Retiree 

Medical Plan administered by CIGNA. And finally, we reached out to the firm to seek its 

understanding of the Plan and premium increases. For this, we are appreciative of Erik 

Ammidown, COR Medical Benefits Manager, for his response.  

So, what did we learn?



Retiree Medical Plan Options 

Our research revealed four basic options for retirees > 65 years:  

 Medicare alone  

 Medicare + a CH2M HILL secondary plan  

 Medicare + a Medigap supplemental plan 

 Medicare Advantage  
 

Each of the options processes medical claims differently - some significantly differently. Let's 

review the "flow" of a claim for each option so we can gain a little understanding of the 

process. Beware: Some of this gets confusing.   

 



 

 

 As a result of our research, we learned there is a fundamental difference between the 

“secondary” insurance offered by the firm and the “supplemental” insurance offered by the 

various Medigap and Medicare Advantage plans. Where the supplemental plans cover the 20% 

(the gap) of the Medicare-approved amount of the Part B Medical claim, the foregoing 

CH2MHILL secondary plan only covers the difference between Cigna-Maximum Reimbursable 

Charge (MRC) and the Medicare-approved amount. We found that it was rare that the Cigna-

MRC is greater than that approved by Medicare thereby resulting in no payment by Cigna 

(CH2M HILL). 



 

 



 

We also learned there are several non-Medicare retirees for whom the Medicare options are 

not available. Therefore, for those with severe pre-existing conditions, the firm’s non-Medicare 

retiree medical plan is the only plan they can get. In these cases, the firm's policy is not a 

secondary plan, but a COBRA (primary) policy, which is why it carries the higher premium.  

 

 



Retiree Medical Expenses 

A total of eight couples responded (8 retirees + 7 spouses) with their detailed medical expenses 

and experience for the 2011 year. Of these, 9 (7 retirees + 2 spouses) were judged with minor 

health issues ($65K in total claims for all 9) and 6 (5 spouses + 1 retiree) with major health 

issues ($728K in total claims for all 6). Based on the medical expenses (drug expenses were not 

included) shared by the 15 participants, we were able to make several observations of the 

performance of the firm’s plan. Following is a summary. 

For the Minor health issues cases, there was little distinction between the medical plan options 

although it is clear the CIGNA plan had the lowest value because of the high premiums for 

spouses.  For those of us retirees who didn't have major health issues, we had no reason to be 

concerned. We weren't paying a premium, and we weren't getting any bills. However, many of 

us were paying the high premium for our spouses; so we did have reason for concern. 

It's a different case for the Major health issues cases. Here, there is a clear distinction.  As a 

group, these 6 cases would have seen lower total annual costs with Medicare alone! With 

Cigna, it cost an additional $28K to get a $19K benefit! The Medigap and Medicare Advantage 

options also show much better benefits for much lower total annual costs. 



Retiree Medical Plan (Cigna) Experience 

While the participants were 

gathering their medical expense 

data, they also learned and shared 

several things about the process and 

performance of service providers 

and insurers.  For the major health 

issue cases, the process and 

performance have been 

enlightening. In each case, there has 

not been a catastrophic event 

resulting in financial ruin. But there 

has been a surprise about how little 

the firm’s major medical plan pays 

and how difficult it is to determine when and how much is either approved or eventually paid. 

A Summary of the Anecdotes can be a difficult read, but here is one that the participants 

wanted to share with the firm. So, let's take a look at the four options again; this time, from a 

Value: Risk view.  



In Summary  

Strategies for evaluating your retiree medical plans:  

In the review of this presentation, we have learned that some retirees who fit Strategy 2 have 

enrolled in a Supplemental Part D plan to mitigate some of the donut hole expenses. They 

continue to review the value of the firm's prescription plan. 

We also learned that we did not address a "5th" strategy where the Medicare-eligible retiree 

has a non-Medicare spouse. We suspect whatever we would recommend at this point would 

have to be reviewed in light of upcoming major changes as a result of the implementation of 

the Affordable Care Act. We further suspect there would be plans out there that would be 

competitive with the firm's current premiums ($769 -$921 per month) for non-Medicare 

dependents. 

In summary, all of the foregoing is really REALLY hard to wade through. In the end, it is only our 

interpretation of the research. Obviously, each of us has to review and make the decisions 

that fit  our own needs. We hope this has shed some light for you. 

 



 


