
In today’s economy, medical inflation continues to 
create issues – it is increasing pressure on retirees as 
well as on retiree medical plans. Additionally, just when 
administrative resources may be shrinking, retirement 
populations continue to expand. Plus, Baby Boomers 
are retiring in record numbers, which likely will mean a 
substantial rise in new retiree health insurance claims. 
This can pose several risks, especially for self-funding 
groups; while self-insured retiree plans work well for 
some groups, there are many reasons some groups 
should consider a fully insured solution instead. 

For example, groups currently providing retiree 
coverage that need to reduce and/or control costs – or 
older, more established industries with a large group 
of retirees – could see a substantial increase in claims 
risk as more retirees join those ranks. Manufacturing, 
financial services, religious organizations, universities, 
hospitals, utilities and public entities which have existed 
for any significant length of time in the marketplace 
could be particularly at risk, given the large base of their 
employees who will be retiring and seeking coverage. 

Flexible group retiree health insurance solutions that 
shift the risk away from employers can help, while 
still catering to the special needs of retirees, many of 
whom rely primarily on Medicare to cover their medical 
expense. But Medicare alone may not be sufficient to 
provide a total package of benefits – one that not only 
helps retirees with major expenses but also with covering 
deductibles, copays and other out-of-pocket expenses 
that can add up quickly. 

Group Retiree Health products help pay for many 
Medicare-coordinated plan benefits that Medicare 
doesn’t cover, and can help round out the total benefits 
package offered.

In addition to fulfilling the obligation to retirees, 
election of a group retiree insurance plan can also 
improve the active plan’s overall experience, by 
removing age 65+ retirees from the active medical plan.

This can help reduce an employer’s risk, and by 
offering both voluntary and non-contributory plans, 
an employer can better reduce administrative burden 
and control overall costs, especially when the group 
retiree health plan integrates with Medicare. Using a 
national, fully insured indemnity plan – not an HMO 
– means that if a doctor or hospital accepts Medicare, 
the coverage will be integrated. Integration allows 
an employer to take advantage of Medicare’s cost-
containment measures, while still providing quality 
coverage to retirees. However, if the doctor or hospital 
is a non-participating provider, coverage will be payable 
as if they did accept assignments, and retirees may be 
responsible for any remaining balance. 

Additionally, more flexible alternatives are now available 
for outpatient prescriptions. An employer can contract 
with a separate pharmaceutical benefit manager (PBM) 
to provide prescription drug coverage (known as a 
“carve-out”), or – the same insurer providing the medical 
benefits can also arrange to provide the prescription 
drug benefits (known as a “carve-in”). Medicare did not 
cover outpatient prescription drugs until 2006.
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To minimize the financial exposure of Medicare-
eligible retirees, employer-sponsored retiree health 
plans can help by paying a portion of Medicare’s 
cost-sharing requirements; in some instances, by 
paying for items that are not otherwise covered by 
Medicare. Look for a provider who can offer combined 
administration for medical and PDP plans, creating a 
simplified, streamlined approach to billing, customer 
service and claim paying.

A third-party administrator also can help relieve 
administrative burden with specialty services. When 
considering administrators and group retiree health 
plans, there are several factors to keep in mind, to 
help maximize results, as well as employer and retiree 
overall satisfaction. Typically, retirees are required to 
make a contribution toward the total premium; in some 
instances, retirees pay 100% of the cost. Look for a plan 
that offers billing option choices; the plan should offer 
the ability to manage all types of vesting schedules.

Additionally, seek simplified enrollment choices 
to speed the process; the plan should offer various 
enrollment options to ensure it meets the needs of 
both the employer and its retirees. Also, it’s critical 
that the plan ensure HIPAA compliance, and the plan 
should offer features to ease and support claims review 
and payment processing as well. Customer service 
representatives should be well-trained in senior care 
relations, and multiple points of access should be 
available, including: electronic claims processing and 
payment; online capabilities for benefits and claims 
inquiries; and toll-free customer service and support 
lines for retirees, employers and providers. 

In summary, flexible retiree health care coverage 
benefits both retirees and employers. It can help 
reduce the claims impact – and improve the 
experience results – by shifting risk away from the 
employer’s active medical plan, while still offering 
quality coverage that retirees need. Integration 
with Medicare helps contain employer costs as well, 
while helping retirees with out-of-pocket expenses 
that Medicare typically does not cover. Using an 
administrator also means reduced administrative 
requirements for employers, while still ensuring 
regulatory compliance. At the same time, by using an 
administrator’s simplified processes for enrollment 
and claims, employers can offer a better overall user-
experience for retirees.
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