
DISTRICT OF COLUMBIA
WATER AND SEWER AUTHORITY

Board of Directors

Human Resources and Labor Relations Committee 

Wednesday, November 12, 2014
11:00 a.m.

1. Call to Order ............................................................................. Edward L. Long, Jr.
Chairman

2. 2015 Health and Welfare Benefit Renewals …….................…….. Otho T. Milbourne
Benefits Manager

3. Action Items ……………………………………………………………Otho T. Milbourne
Benefits Manager

A. Contract No: WAS-11-034-AA-MB, Cigna Healthcare
B. Contract No. 14-PR-HCM-08, Kaiser Foundation Health Plan of the Mid 

Atlantic States
C. Contract No. WAS-11-038-AA-MB, Delta Dental PPO
D. Contract No. WAS-12-050-AA-MB, Life Insurance Company of North America 

(Cigna)
E. Contract No. WAS-12-045-AA-MB, Life Insurance Company of North 

America (Cigna)

4. Union Topics ……………………………………………………………Union Presidents
Frank Walton, Secretary, AFSCME 2091

Michelle Hunter, NAGE R3-06
Barbara Milton, AFGE 631

Jonathan Shanks, AFGE 872
Charles White, AFGE 2553

A. The General Manager’s position that he will not meet with the Union 
Presidents outside of the quarterly Labor Management meeting to discuss 
personnel issues.

B. As a result of the reduction in force in Pumping, there is a safety issue of not 
having enough employees to safely perform the work in the pumping stations.
The jobs have been eliminated but the work is still needed.

C. We believe that it is illegal to have Mr. Long as the Chairperson of the HR 
Committee because this committee deals with non-joint usage issues. 
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5. Executive Session – To discuss personnel matters pursuant to D.C. Official Code 
Section 2-575(b)(10)…………………………………………………Edward L. Long, Jr.

6. Adjournment…………………………………………………………Edward L. Long, Jr.

* The DC Water Board of Directors may go into executive session at this meeting pursuant to the 
District of Columbia Open Meetings Act of 2010, if such action is approved by a majority vote of the 
Board members who constitute a quorum to discuss: matters prohibited from public disclosure 
pursuant to a court order or law under D.C. Official Code § 2-575(b)(1); contract negotiations under 
D.C. Official Code § 2-575(b)(1); legal, confidential or privileged matters under D.C. Official Code § 2-
575(b)(4); collective bargaining negotiations under D.C. Official Code § 2-575(b)(5); facility security 
under D.C. Official Code § 2-575(b)(8); disciplinary matters under D.C. Official Code § 2-575(b)(9); 
personnel matters under D.C. Official Code § 2-575(b)(10);proprietary matters under D.C. Official 
Code § 2-575(b)(11); decision in an adjudication action under D.C. Official Code § 2-575(b)(13); civil 
or criminal matters where disclosure to the public may harm the investigation under D.C. Official Code 
§ 2-575(b)(14), and other matters provided in the Act.
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2015 Health and Welfare Benefit Renewals

HR Labor Relations Committee

Edward L. Long, Chair

November 12, 2014
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Staff Model HMO Medical Services

• Background
• DC Water has over the years issued solicitations for HMO Staff 

Model services and Kaiser Permanente has been the only firm 
to respond

• May, 2014 – Request for Information (RFI) issued
• Washington Post
• Washington Times
• FidBid and DC Water Portal

• No responses
• Issued a Request for Proposal solely to Kaiser

2
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Staff Model HMO Medical Services

• Kaiser provided a preliminary renewal increase of 
15.4%

• Aon Hewitt completed an independent analysis 
reflecting a 10.4% increase

• Aon requested that Kaiser reconsider rate development 
methodology 

• Kaiser proposed a 7% as part of a best and final 
response through the RFP process

• Financial Impact: $300,000 estimated savings
• Employee Savings - $60,000
• Employer Savings - $240,000

3
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Cigna HMO and Open Access Plans (PPO)

• Cigna provided a preliminary renewal increase of 6.8%
• Aon Hewitt negotiated down to a blended increase of 

4.7% after performing an independent analysis

4

Human Resources and Labor Relations Committee - 2. 2015 Health and Welfare Benefit Renewals - Otho T. Milbourne

6



Excise Tax Exposure - PPACA

• In 2018 the Federal government will begin assessing an excise tax 
of 40% on the value of benefits it deems excessive.  Aon Hewitt 
evaluated the potential impact to DC Water

• Aon used the following assumptions for the calculation

• Enrollment will continue at the same level and demographic 
makeup

• DC Water Plan costs will increase at an annual rate of 8.00%

• The Federal Employees Health Benefit Plan will increase at an 
average annual rate of 5.00%

• Cigna will gross up the excise tax charged back to DC Water 
based on its corporate tax rate of 35%

• Kaiser is not-for-profit and does not have a corporate tax rate

5
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Kaiser HMO - Status Quo

6

% of per
Year Excise Tax Plan Costs Enrollee
2018 $0 0% $0
2019 $0 0% $0
2020 $0 0% $0
2021 $0 0% $0
2022 $3,800 0% $14
2023 $56,000 1% $211
2024 $232,500 3% $874
2025 $421,100 5% $1,583$8,224,500

Kaiser HMO:  7% Increase  
PPACA Excise Tax Projection

Plan Costs
$4,798,900
$5,182,800
$5,597,500
$6,045,200
$6,528,900
$7,051,200
$7,615,300
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Cigna HMO – Status Quo
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% of per
Year Excise Tax Plan Costs Enrollee
2018 $0 0% $0
2019 $0 0% $0
2020 $67,400 2% $419
2021 $234,400 5% $1,456
2022 $417,500 8% $2,593
2023 $615,600 11% $3,824
2024 $837,300 14% $5,201
2025 $1,080,200 17% $6,709$6,475,800

$3,778,600
$4,080,900
$4,407,300
$4,759,900
$5,140,700
$5,552,000
$5,996,100

Cigna HMO:  4.7% Increase
PPACA Excise Tax Projection

Plan Costs
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Cigna Open Access Plan (PPO) – Status Quo
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% of per
Year Excise Tax Plan Costs Enrollee
2018 $0 0% $0
2019 $248,600 3% $706
2020 $583,300 6% $1,657
2021 $946,000 9% $2,688
2022 $1,354,600 12% $3,848
2023 $1,795,700 15% $5,101
2024 $2,282,700 18% $6,485
2025 $2,816,200 20% $8,001

Cigna PPO:  4.6% Increase
PPACA Excise Tax Projection

Plan Costs
$8,130,300
$8,780,700
$9,483,200
$10,241,800
$11,061,200
$11,946,100
$12,901,800
$13,933,900

Human Resources and Labor Relations Committee - 2. 2015 Health and Welfare Benefit Renewals - Otho T. Milbourne

10



Excise Tax Mitigation Strategy

• Look for cost containment opportunities - Wellness Program

• Current Activities

• Ongoing wellness activities e.g. weight loss and walking 
challenge programs

• Free health screenings and seminars

• Incentives for employees to get annual physicals and 
complete online Health Risk Assessments 

• Develop a 5 year strategy to avoid excise tax

• Year 1

• No changes to Kaiser HMO

• No changes to Cigna HMO 

• Plan design changes to Cigna Open Access Plan (PPO)

9
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2015 Cigna PPO Plan Design Changes

• PPO (OAP) ER copay from $75 to $150 

• Copay waived if admitted

• High numbers of employees using hospital ER for conditions that 
can be better treated in urgent care centers

• Continue to educate employees on the proper use of  ER and 
urgent care

• RX copays from $5/$20/$35 to $5/$25/$50

• $5 increase to preferred brand name 

• $15 increase to non preferred brand name drugs

• No change to generic prescriptions

• Less expensive and same active ingredients as brand name RX 

10
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2015 Cigna PPO Plan Design Changes

• PCP/Specialist copay increases from $15/30 to $25/$50

• $10 increase to PCP copay

• $20 increase to Specialist copay

• Increase in-network deductible from $200/$400 to $300/$600 (out-
of-network is 2X)

• $100 increase to individual deductible 

• $200 increase to family deductible 

11
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Financial Impact – Medical Premium Savings

• Premiums decrease from 4.7% to 2.65%

• Cigna plan changes will result in approximately $177,000 of first year 
savings

• Employee Savings: $35,400

• DC Water Savings: $141,600

12
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Financial Impact – Projected Tax Avoidance

• Cigna PPO

– $99,400 of estimated taxes avoided beginning January 1, 2019

• Cigna HMO

– $48,600 of estimated taxes avoided beginning January 1, 2020

13
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Dental, Vision, Life and Disability Plans

Dental

• Delta Dental provided a preliminary increase of 9.8%

• Aon Hewitt performed independent analysis reflecting a 9.0% 
increase however Delta Dental maintained that 9.8% was 
necessary

• No increase for United Concordia

• Rates on hold for 2015
Vision

• UnitedHealthcare Vision rates on hold for 2015

Welfare Plans
• Life and disability (Life, Accidental Death & Dismemberment, 

Short Term Disability, and Long Term Disability rates under 
guarantee through 2015

14
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Recommend Board Approval

• Kaiser as the Staff Model HMO medical provider for a one (1) year 
base period 

• Exercise additional option years for the following

• Cigna Medical Plans

• Delta Dental PPO

• Cigna Life Insurance

• Cigna Disability

15
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