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MINUTES OF STATE BUDGET AND CONTROL BOARD MEETTNG

APRIL 13, 1989 10 A. M.

The Budget and C o n tro l Board met a t  10 a .m . on T h u rsd a y , A p r i l  13, 1989, 

in  th e  G o v e rn o r’ s c o n fe re n c e  room In  th e  S ta te  H ouse, w ith  th e  fo llo w in g  

members in  a t te n d a n c e :

G overnor C a r r o l l  A. C am pbell, J r .  , C hairm an;
Mr. Grady L. P a t t e r s o n ,  J r . ,  S t a t e  T r e a s u r e r ;
Mr. E a r le  E. M o rr is ,  J r . ,  C o m p tro lle r  G e n e ra l;
S e n a to r  James M. W ad d e ll, J r . ,  C hairm an , S en a te  F in a n c e  C om m ittee;
R e p r e s e n ta t iv e  R obert N. M cL e llan , C hairm an , House Ways & Means C om m ittee .

A lso a t t e n d in g  w ere:

J e s s e  A. C o le s , J r . ,  Ph.D . 
W illiam  A. M cInnis 
J .  Samuel G risw o ld , Ph.D . 
P h i l ip  G. G ro se , J r .
C h a r le s  H. Sm ith 
Donna K. W illiam s 
O ther Board s t a f f  
Jo sep h  D. Shine 
Q. W h itf ie ld  A y res , Ph.D .

L u th er F . C a r te r ,  Ph.D .

C h a r lie  S an d ers  
George M. Lusk 
J .  M ich ae l Ey 
S c o tt  R. In k le y , J r .

[ S e c r e t a r y 's  N ote: T h is  m ee tin g  
R e so u rces  A u t h o r i t y . )

E x e c u tiv e  D ir e c to r  
S e c r e ta r y
D eputy E x e c u tiv e  D i r e c to r  
A s s i s t a n t  E x e c u tiv e  D i r e c to r  
A s s i s t a n t  E x e c u tiv e  D ir e c to r  
A s s i s t a n t  to  S e c r e ta r y

C h ie f  D eputy A tto rn e y  G e n e ra l 
G o v e rn o r’ s S e n io r  E x e c u tiv e  A s s i s t a n t  

f o r  Budget and P o l ic y
G o v e rn o r 's  S e n io r  E x e c u tiv e  A s s i s t a n t  

f o r  F inance  and A d m in is t r a t io n
S e n io r  A s s i s t a n t  S t a te  T r e a s u r e r  
S e n io r  A s s i s t a n t  C o m p tro lle r  G e n e ra l 
F in an ce  Com m ittee D i r e c to r  o f  R esea rch  
Ways & Means Com m ittee D ir .  o f  R e sea rch

fo llo w ed  M eeting  4 o f  th e  S ou th  C a ro l in a

A doption o f Agenda

D r. C o les  d i s t r i b u t e d  a r e v is e d  r e g u la r  s e s s io n  agenda in d e x .

Upon a m o tion  by Mr. M cL e llan , seco n d ed  by Mr. M o r r is ,  th e  Board a d o p te d  

th e  r e v is e d  agenda as p roposed  w hich showed c h a t th e  e x e c u t iv e  s e s s io n  item  on 

th e  agenda p ro p o sed  o r i g i n a l l y  r e l a t i n g  to  th e  Tax C om m ission had been  

w ithd raw n  and t h a t  two e x e c u t iv e  s e s s io n  ite m s  had been a d d e d , one from  th e  

E x e c u tiv e  D i r e c to r  on th e  r e c e i p t  o f l e g a l  a d v ic e  in  c o n n e c t io n  w ith  th e  

h e a l th  in su ra n c e  program  a n d , th e  se c o n d , a d i s c u s s io n  o f  n e g o t i a t i o n s  

in c id e n t  to  a p ro p o sed  c o n t r a c t u a l  m a t te r  in v o lv in g  th e  P a t r i o t s  P o in t  

D evelopm ent A u th o r i ty .
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R etirem ent System s: Group B e n e f it s  A c tu a r ia l /F in a n c ia l  Study (R l)

Dr. C o les  asked  t h a t  Dr. G risw o ld  p r e s e n t  th e  r e s u l t s  o b ta in e d  th u s  f a r  in  

th e  s tu d y  o f  th e  R e tire m e n t System s group b e n e f i t s  program  b e in g  u n d e r ta k e n  

w ith  th e  a s s i s t a n c e  o f  The W yatt Company.

Dr. G risw o ld  rem inded th e  B oard th a t  The W yatt f irm  was h i r e d  to  u n d e rta k e  

a second  a c t u a r i a l  s tu d y  of th e  g roup  b e n e f i t s  p rogram s o f  th e  R e tire m e n t 

S y stem s. He s a id  th e  r e p r e s e n t a t i v e s  of The W yatt Company have been an 

e x c e p t io n a l ly  s tro n g  p r o f e s s io n a l  group t o  work w ith . He a d v is e d  t h a t  th e  

f irm  has com pleted  Phase 1 of i t s  s tu d y  w hich  he s a id  i s  in te n d e d  to  d e a l  w ith  

what i s  needed  to  g e t  th e  p rogram s th ro u g h  December 31 o f  t h i s  y e a r  and t o  s e t  

th e  s ta g e  f o r  th e  Phase 2 work which i s  t o  a d d re s s  lo n g e r - te rm  s o l u t i o n s .  He 

n o te d  t h a t  In su ra n c e  C om m issioner John  R ic h a rd s  had worked c lo s e ly  w ith  th e  

g ro u p  and he in tro d u c e d  Mr. W illiam  J .  Hickman and Mr. John  D. F o r t i n  of The 

W yatt Company’ s D a lla s  o f f i c e .

Mr. Hickman d i s t r i b u t e d  a copy o f  th e  Phase I r e p o r t  to  Board members and 

rev iew ed  i t  in  d e t a i l .

S e c tio n  I d e a l t  w ith  b ack g ro u n d . I t  t r a c e d  r e s e r v e  a c c u m u la t io n s  f o r  th e  

m ed ic a l and d e n ta l  p la n s  and n o te d  s i g n i f i c a n t  e v e n ts ,  su ch  a s  t r a n s f e r s  o f  

fu n d s , w hich im pacted  th o se  p la n s  and th e  r e s e r v e s  f o r  th e  f i s c a l  y e a r  1984-85 

th ro u g h  December 1988.

Mr. Hickman th en  rev iew ed  S e c t io n  I I  which was a p r o je c t i o n  o f f u tu r e  

e x p e r ie n c e  ( th ro u g h  December o f  1989). He i n d ic a te d  th a t  th e  fo llo w in g  

a ssu m p tio n s  w ere used  in  d e v e lo p in g  the  p r o j e c t i o n s :  (1) 1988 g e n e ra l  

u t i l i z a t i o n  p a t t e r n s  were assum ed f o r  1989; (2 )  1988 fu n d in g  l e v e l s  would be 

c o n tin u e d  f o r  1989; (3) f i r s t  q u a r t e r  1989 d a ta  s e rv e d  a s  th e  b a s i s  fo r  

e s t im a t in g  ex pense  l e v e l s  fo r  1989; (4) in v e s tm e n t r e tu r n  fo r  th e  re m a in d e r  o f 

1989 was b ased  on p re l im in a ry  f i r s t  q u a r t e r  d a ta ;  and (5 ) a c t i v e  em ployee 

c la im s  and r e t i r e e  c o s t s  w i l l  I n c re a s e  by  2 0 .7Z and 2 3 .3T, r e s p e c t i v e l y .

On th e s e  b a s e s ,  Mr. Hickman s t a t e d  t h a t  1989 m e d ic a l c la im s  o f some $250 .5  

m i l l i o n  a re  e x p e c te d  and t h a t ,  i f  c u r r e n t  b e n e f i t s  and c u r r e n t  c o n t r i b u t i o n  

r a t e s  a r e  c o n tin u e d , a y e a r -e n d  m ed ica l p la n  d e f i c i t  of $44 .9  m i l l i o n  w i l l  

o c c u r . He a l s o  r e p o r te d  th a t  a d e n ta l  p la n  s u r p lu s  o f  ab o u t $16 .1  m i l l i o n  had 

b een  e s t im a te d ,  p ro d u c in g  a com bined d e f i c i t  o f  a b o u t $ 2 8 .8  m i l l i o n .

11423



M inutes o f  S ta te  Budget and C ontrol Board M eeting
Regular S e ss io n  —  A p ril 13, 1989 —  Page 3

Mr. Hickman th e n  rev iew ed  S e c t io n  I I I  of th e  r e p o r t  w hich  d e a l t  w ith  

a l t e r n a t i v e s .  He s t a t e d  t h a t ,  f o r  c a le n d a r  v e a r  1989, an in c r e a s e  in  revenue 

or a d e c re a s e  in  e x p e n se s  o f  ab o u t $ 2 8 .6  m i l l i o n  i s  p r o je c te d  to  keep th e  

com bined m e d ic a l - d e n ta l  program  s o lv e n t  and t h a t  $64 .3  m i l l i o n  i s  p r o je c te d  to  

keep th e  program  s o lv e n t  and e s t a b l i s h  r e s e r v e s .  The com bined f ig u r e s  fo r  

1989 and 1990, as r e p o r te d  by M r. H ickm an, a re  $121 .5  m i l l i o n  and $159.1 

m i l l i o n ,  r e s p e c t i v e ly .

[ S e c r e t a r y ’s N ote: Both G overnor Cam pbell and S e n a to r  W addell l e f t  th e  
m ee tin g  a t  abou t t h i s  p o in t  in  th e  d i s c u s s io n  o f  t h i s  i te m . Mr. P a t te r s o n  
assumed th e  c h a i r  u n t i l  G overnor Cam pbell r e tu rn e d  p r i o r  to  th e  b e g in n in g  o f 
e x e c u t iv e  s e s s i o n . ]

Mr. Hickman th e n  rev iew ed  th e  s e r i e s  o f a l t e r n a t i v e s  p r e s e n te d  in  S e c tio n  

I I I .  P o s s ib le  changes w hich c o u ld  be made e f f e c t i v e  J u ly  1 , 1989, w ith  t h e i r  

e s t im a te d  1989 and 1990 im p a c ts ,  were p r e s e n te d ,  a lo n g  w ith  o th e r s  w hich c o u ld  

be made e f f e c t i v e  Ja n u a ry  1, 1990.

Mr. Hickman a d v is e d  Mr. M cLellan t h a t  th e  Phase 2 r e p o r t  w i l l  be a v a i l a b l e  

in  e a r ly  May.

Mr. M o rris  asked  D r. C o les and h i s  s t a f f  to  e n s u re  t h a t  a copy o f th e  

Phase 1 r e p o r t  i s  d i s t r i b u t e d  to  each a s s o c i a t i o n  o r  o r g a n iz a t io n  

p a r t i c i p a t i n g  in  th e  in s u ra n c e  p rogram .

Mr. P a t te r s o n  o b se rv e d  th a t  The W yatt Company h a s  p r e s e n te d  an o u ts ta n d in g  

r e p o r t  which he s a id  m easu res  up to  th e  Company’ s p r i o r  r e p u t a t i o n .

Mr. C o l l in s  I n d ic a te d  th a t  he had re c e iv e d  a copy o f th e  r e p o r t  l a s t  

n ig h t .  He s a id  he had worked w ith  th e  c o n s u l t a n t s  and t h a t  h e ,  to o ,  had been 

im p ressed  w ith  th e  q u a l i t y  o f t h e i r  w ork. He e x p re s s e d  th e  v iew  t h a t  th e  

r e p o r t  i s  a good one . He s a id  th e  System s w i l l  be m aking s p e c i f i c

recom m endations to  th e  Board f o r  1990.

Mr. M o rris  o b se rv e d  t h a t  t h i s  second  o p in io n  from  The W yatt Company i s  

j u s t  as  bad a s  th e  f i r s t  o p in io n  from th e  S ystem s. Mr. C o l l in s  commented t h a t  

th e  in d e p e n d e n t s tu d y  had a r r i v e d  a t  th e  same num bers as  th o s e  p r e s e n te d  by 

th e  S y stem s ' ongo ing  a c t u a r i e s .  Mr. P a t te r s o n  n o te d  th a t  f a c t  a l s o .

The Board r e c e iv e d  a s  in fo rm a t io n  a r e p o r t  by r e p r e s e n t a t i v e s  o f  The W yatt 

Company on i t s  s tu d y  o f  th e  R e tire m e n t System s group  b e n e f i t s  p ro g ra m s.
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In fo rm a tio n  r e l a t i n g  to  t h i s  m a tte r  has  been r e t a in e d  in  th e s e  f i l e s  and 

i s  i d e n t i f i e d  as E x h ib i t  1.

E x ecu tiv e  S e ss io n  and R ecess

D r. C o les  a d v ise d  t h a t  two item s had been p ro p o sed  f o r  c o n s id e r a t io n  

d u r in g  e x e c u tiv e  s e s s io n .  He recommended cha t th e  Board r e c e s s  t h e  m eeting  to  

th e  c a l l  o f  th e  Chairm an u n t i l  G overnor C am pbell’ s r e t u r n  p r i o r  t o  c o n s id e r in g  

ite m s  in  e x e c u tiv e  s e s s io n .

tp o n  a m otion by Mr. M o rr is , seconded by Mr. M cL ellan , th e  B oard a g re e d  to  

r e c e s s  th e  m eeting  u n t i l  G overnor C am pbe ll’ s r e tu r n  and th e n  to  c o n s id e r  th e s e  

ite m s  in  e x e c u tiv e  s e s s io n :

Item  1: E x e c u tiv e  D ir e c to r  R e c e ip t o f  L egal A dvice (H e a lth
In su ra n c e  Program )

Item  2: P a t r i o t s  P o in t  D is c u ss io n  o f  N e g o t ia t io n s
D evelopm ent A u th o r ity  In c id e n t  to  P roposed  C o n t r a c tu a l  M a tte r

G overnor Cam pbell r e tu r n e d  to  th e  m ee tin g  and d e c la r e d  th e  m e e tin g  to  be 

in  e x e c u t iv e  s e s s io n .

Vote on M atters D iscu ssed  in  E xecu tive  S ess io n

F o llo w in g  th e  e x e c u tiv e  s e s s io n ,  th e  m ee tin g  was o pened , and th e  Board 

v o ted  on th e  fo llo w in g  item s which had been d is c u s s e d  d u r in g  e x e c u t iv e  

s e s s io n :

(a ) E xecu tive  D ir e c to r :  R eceip t o f  Legal A dvice (H ea lth  Insurance  
Prograa (E x ecu tiv e  #1)

Upon a m otion  by G overnor C am pbell, seconded  by M r. M o r r is ,  
th e  Board re c e iv e d  a s  in fo rm a tio n  le g a l  a d v ic e  on  th e  H e a lth  
In su ra n c e  Program  and gave n o t ic e  t h a t  th e  Program  i s  s u b je c t  to  
a d ju s tm e n t .

(b) P a tr io t s  P o in t Development A u th ority : R eceip t o f  Legal A dvice  
(E x ecu tiv e  #2)

The Board re c e iv e d  a s  in fo rm a tio n  l e g a l  a d v ic e  r e l a t i n g  to  the 
P a t r i o t s  P o in t  Development A u th o r ity  b u t to o k  no a c t i o n  o n  i t .
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A djournm ent

Upon a m otion  by Mr. P a t t e r s o n ,  t h e  m ee tin g  was a d jo u rn e d  a t  12:40 p .m .

( S e c r e ta r y ’ s N ote: In com pliance  w ith  Code § 3 0 -4 -8 0 , p u b l ic  n o t ic e  o f and 
th e  agenda f o r  t h i s  m ee tin g  were p o s te d  on b u l l e t i n  b o a rd s  in  th e  o f f i c e  o f  
th e  G o v e rn o r 's  P re s s  S e c re ta r y  and  In the  P re s s  Room in  th e  S ta te  H ouse, n e a r  
th e  Board S e c r e t a r y ’ s o f f i c e  In th e  Wade Hampton B u i ld in g , and in  th e  lobby  o f 
th e  Wade Hampton O f f ic e  B u ild in g  a t  8 :4 5  a .m . on W ednesday, A p r i l  12, 1989 .]

[ S e c r e ta r y ’ s N ote: At th e  A p ril  13, 1989, m e e tin g , t h i s  i te m  was 
d e s c r ib e d  and p u b lis h e d  a s  " P a t r i o t s  P o in t  D evelopm ent A u th o r i ty :  D is c u s s io n  
o f N e g o t ia t io n s  I n c id e n t  to  P roposed C o n tr a c tu a l  M a t te r ."  L ega l a d v ic e  was 
p re s e n te d  in  th e  c o u rse  o f th e  B o a r d 's  d i s c u s s io n  of t h i s  i te m .

At th e  A p r i l  25 m ee tin g  when th e s e  m in u tes  w ere ap p roved  by th e  B oard , 
c o u n se l a d v ise d  t h a t ,  s in c e  the Board had no d i r e c t  c o n t r a c tu a l  r e l a t i o n s h i p  
w ith  th e  A u th o r i ty ,  th e  ite m  sh o u ld  b e  c a te g o r iz e d  a s  th e  r e c e i p t  o f l e g a l  
a d v i c e . ]
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MEMORANDUM

TO:

FROM:

SC R eso u rce s  A u th o r ity  Members 

W illiam  A. M c In n is ,

SUBJECT: Summary o f  A u th o r i ty  A ctions a t  M eeting  A (A p r il  13, 1989)

At m eeting  4 , h e ld  on A p r i l  13, 1989, th e  South  C a r o l in a  R e so u rc e s  A u th o r ity  
took  th e  fo llo w in g  a c t i o n s  [ t h i s  i s  an u n o f f i c i a l  summary o f  th e  a c t i o n s ,  not 
th e  m inu tes  o f th e  m e e t in g ] :

1. Adopted th e  ag enda  a s  p ro p o se d ;

2 . Approved th e  m in u te s  o f m eeting  3, h e ld  on A p r i l  11 , 1989;

3. Approved and a u th o r iz e d  th e  e x e c u tio n  o f a c o n t r a c t  o f p u rc h a se  whereby
D onaldson , L u fk in  6. J e n r e t t e  S e c u r i t i e s  C o rp o ra t io n  a g re e s  to  p u rc h a se  th e  
A u th o r i ty 's  bonds a t  a 1.493% d is c o u n t ;

4 . Adopted a r e s o l u t i o n :  *

(a) ap p ro v in g  th e  r e f in a n c in g  of w a te r  s u p p ly ,  sew er s v s te m s , sewage and 
w aste  w a te r  t r e a tm e n t  f a c i l i t i e s  o f f i f t e e n  l o c a l  g o v e rn m e n ts , 
in c lu d in g  th e  Town of B ra n c h v il le ;  th e  E d g e f ie ld  C ountv  W ater and 
Sewer A u th o r i ty ;  th e  Town of E d is to  B each; th e  G eorgetow n County W ater 
and Sewer D i s t r i c t ;  th e  Town of Hemingway; th e  Town of P a g e la n d ; th e  
Town of R idgew av; th e  Town of S a lu d a ; th e  Town o f S a n te e ;  th e  Town of 
Summerton; th e  Town o f T im m onsv ille ; th e  Town o f V a r n v i l l e ;  th e  C ity  
of W e s tm in s te r ;  th e  Town of W illia m s to n ; and th e  Town o f  W il l i s to n ;

(b) a p p ro v in g  and a u th o r iz in g  th e  e x e c u tio n  o f  bond p u rc h a s e  c o n t r a c t s  
wherebv th e  l o c a l  governm ents a g re e  to  i s s u e  and s e l l  and th e  
A u th o r ity  a g re e s  to  pu rch ase  bonds o f th e  r e f e r e n c e d  loca^  
g o v ern m en ts , th e  p ro ce e d s  of w hich w i l l  be a p p l ie d  to  r e f in a n c e  the  
p r o j e c t s ;
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(c )  a p p ro v in g  and a u th o r i z i n g  th e  e x e c u t io n  of a t r u s t  in d e n tu r e  
p r e s c r ib in g  th e  te rm s  and c o n d i t io n s  o f th e  A u th o r i ty ’ s bonds and 
s e c u r in g  th e  same;

(d ) a p p ro v in g  and a u th o r i z i n g  th e  e x e c u t io n  o f a c o n t r a c t  o f  p u rc h a se  
whereby D onaldson , L u fk in  & J e n r e t t e  S e c u r i t i e s  C o rp o ra t io n  a g re e s  to  
p u rch a se  th e  A u t h o r i t y ’ s bonds;

(e )  a u th o r iz in g  the  i s s u a n c e  o f $ 1 6 ,8 1 0 ,0 0 0  South C a ro lin a  R eso u rces  
A u th o r ity  Local G overnm ent Program  Revenue Bonds, S e r ie s  A o f  1989, 
p u rsu a n t to  th e  t r u s t  i n d e n tu r e ;

( f )  ap p ro v in g  and a u th o r i z i n g  th e  u se  o f  a p re l im in a ry  o f f i c i a l  s ta te m e n t 
and a f i n a l  o f f i c i a l  s ta te m e n t  in  c o n n e c tio n  w ith  th e  s a le  o f  the  
A u t h o r i t y 's  bonds; and

(g ) a u th o r iz in g  th e  e x e c u t io n  and d e l iv e r y  o f a l l  docum ents n e c e s s a ry  o r 
i n c i d e n ta l  to  th e  i s s u a n c e  and s a le  o f th e  A u th o r i t y 's  b o n d s ;

5 . A dopted a s e a l ,  c h o o s in g  th e  p r o s a ic  v e r s io n  su g g e s te d  by s t a f f  which 
in c o r p o r a te d  th e  A u th o r i t y ’ s name and th e  word " s e a l , "  a f t e r  c o n s id e r in g  
b r i e f l y  a more e la b o r a te  d e s ig n  by House Wavs and Means Com m ittee s t a f f ;

6 . A u th o riz e d  th e  A u th o r ity  S e c r e t a r y  to  a p p ly  fo r  a ta x  i d e n t i f i c a t i o n  
number fo r  th e  R eso u rces  A u th o r i ty ;

7 . A greed to  te c e iv e  recom m enda tions  from C o m p tro lle r  G en era l M o rr is  on a 
p ro c e d u re  to r  r o t a t i n g  th e  s e l e c t i o n  of a c c o u n tin g  f irm s  to r  w ork in  
c o n n e c t io n  w ith  f u tu r e  A u th o r i ty  bond i s s u e s ;

8 . A greed th a t  th e  s e l e c t i o n  o f  bond c o u n s e l  fo r  work on f u tu r e  A u th o r itv  
i s s u e s  would be h an d led  u n d e r  th e  p ro c e d u re s  e s ta b l i s h e d  by th e  Budget and 
C o n tro l  Board fo r  rev e n u e  bond c o u n s e l  s e r v i c e s ;  and

9 . A greed to  h o ld  the  n e x t m e e tin g  in  re sp o n se  to  th e  c a l l  o f th e  Chairm an.

M
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SECTION I

BACKGROUND

INTRODUCTION

In order to evaluate the adequacy of current funding levels and to  project 

future fund balances, we developed fund analysis models fo r plan years begin­

ning July 1, 1984. These models compare plan income to plan expenses and 

ca lcu la te  cumulative surplus ( in  the form of reserves) or cumulative d e f ic i t .  

Plan income consists of state con tribu tions, employee con tribu tions , invest­

ment income and other non-routine cash in fusions. Plan expenses are made up 

of claim payments, adm inistra tive expenses, HMO premiums and non-routine cash 

withdrawals.

The fo llow ing i l lu s tra t io n s ,  each e n title d  Reserve Accumulation, begin with 

the 1984-1985 plan year and trace the growth o f reserve funds followed by the 

emergence of the current medical plan d e f ic i t .
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EXHIBIT I .1 - Reserve Accumulation - Ju ly 1, 1984 - June 30, 1985

A. During the 1984-1985 plan year, a number of s ig n if ic a n t 

events impacting the health insurance plan occurred.

1. On July 1, 1984, the health insurance Adm inistrative 

Services Only Contract was awarded to Blue Cross Blue 

Shield of South Carolina.

2. E ffec tive  July 1, the State Treasurer assumed control of 

claim reserve funds and took over the investment

fu n c tio n .

3. On February 15, 1985, dental coverage was introduced.

4. During the year, the fo llow ing non-routine cash trans­

actions took place:

a. $26,716,572 was transfe rred to General Reserve Fund.

b. $6,121,239 was transfe rred to Dental Fund.

c. $2,594,888 was received as a refund from L iberty

L ife .

B. Because data d e ta ilin g  the s p l i t  between employer and 

employee con tribu tions were not ava ilab le , only to ta l 

quarte rly  con tribu tions are shown.

C. During the year, medical plan disbursements exceeded c o n tr i­

butions by $16,234,210.
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EXHIBIT 1 .1

STATE OF SOUTH CAROLINA

RESERVE ACCUMLUATION

MEDICAL PLAN JULY I ,  1984 -  JUNE 3 0 , 1985

7 /8 4  -  9 /84 10/84  -  12 /84 1 /8 5  -  3/85 4 /8 5  -  6 /8 5
PLAN YEAR 

TOTAL

1 . BEGINNING RESERVE J 3 9 ,5 1 1 ,9 7 3 1 1 8 ,1 5 8 ,7 1 8 J 2 3 ,0 6 8 ,3 4 8 I  2 5 ,4 0 2 ,7 1 1 I  3 9 ,5 1 1 ,9 7 3

2 .  CONTRIBUTION INCOME

A. EMPLOYER

B. EMPLOYEE

C. TOTAL 3 0 ,7 6 5 ,4 4 1 3 2 ,5 1 7 ,8 7 0 3 2 ,5 5 0 ,6 4 7 3 2 ,7 8 0 ,7 4 0 1 2 8 ,6 1 4 ,6 9 8

3 . INVESTMENT INCOME 476,971 3 5 5 ,7 7 6 236 ,6 6 9 2 1 7 ,788 1 ,2 8 7 ,2 0 4

4 . OTHER INCOME 0 0 0 2 ,5 9 4 ,8 8 8 (2 )  2 ,5 9 4 ,8 8 8

5 . TOTAL INCOME 3 1 ,2 4 2 ,4 1 2 3 2 ,8 7 3 ,6 4 6 3 2 ,7 8 7 ,3 1 6 3 5 ,5 9 3 ,4 1 6 1 3 2 ,4 9 6 ,7 9 0

6 . CLAIMS PAID 2 5 ,2 6 7 ,2 1 6 2 7 ,3 2 6 ,0 5 9 2 9 ,8 0 4 ,7 1 4 3 0 ,9 4 3 ,1 9 0 1 1 3 ,3 4 1 ,1 7 9

7 . PREMIUM TO HMO 0 0 0 0 0

8 . ADMINISTRATIVE EXPENSES 611 ,879 6 3 7 ,9 5 7 648 ,239 6 5 3 ,9 3 5 2 ,5 5 2 ,0 1 0

9 . OTHER DISBURSEMENTS 2 6 ,7 1 6 ,5 7 2  (1 )  0 0 6 ,1 2 1 ,2 3 9  (3 )  3 2 ,8 3 7 ,8 1 1

1 0 .TOTAL DISBURSEMENTS 5 2 ,5 9 5 ,6 6 7 2 7 ,9 6 4 ,0 1 6 3 0 ,4 5 2 ,9 5 3 3 7 ,7 1 8 ,3 6 4 1 4 8 ,7 3 1 ,0 0 0

1 1 .RESERVE CHANGE (2 1 ,3 5 3 ,2 5 5 ) 4 ,9 0 9 ,6 3 0 2 ,3 3 4 ,3 6 3 (2 ,1 2 4 ,9 4 8 ) (1 6 ,2 3 4 ,2 1 0 )

1 2 .ENDING RESERVE 1 1 8 ,1 5 6 ,7 1 8 1 2 3 ,0 6 8 ,3 4 8 t  2 5 ,4 0 2 ,7 1 1 1 2 3 ,2 7 7 ,7 6 3 I  2 3 ,2 7 7 ,7 6 3

(1 )  TRANSFER TO GENERAL FUND

(2 )  REFUND -  LIBERTY LIFE

(3 )  TRANSFER TO DENTAL PLAN

11435
T H E  ' l l , , , , / /  C O M P A N Y



- 5 -

EXHIBIT 1.2 - Reserve Accumulation - July 1, 1985 - June 30, 1986

A. During the 1985-1986 plan year, several key developments 

took place:

1. On July 1, 1985, a 7% rate increase was implemented and 

State employees were allowed to e lec t coverage offered 

through a Health Maintenance Organization (HMO).

2. On July 1, 1985, the Insurance Benefits Section began 

operation as part of the South Carolina Retirement 

Systems.

3. During the year, the fo llow ing non-routine cash 

transactions took place:

a. S I,598,253 was transferred to operations.

b. $500,000 was transferred to  the dental plan.

B. During the 1985-1986 plan year, disbursements exceeded 

income by $7,207,251 fo r  medical and, fo r  the dental plan, 

income exceeded disbursement by $244,836.
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EXHIBIT 1 .2

STATE OF SOUTH CAROLINA

RESERVE ACCUMULATION

MEDICAL FLAN JULY 1 ,  1985 -  JUHE 3 0 , 1986

PLAN YEAR
7 /8 5  -  9 /8 5 10 /85  -  1 2 /85 1 /86 -  3 /86 4 /8 6  -  6 /8 6 TOTAL

1 . BEGINNING RESERVE J 2 3 ,2 7 7 ,7 6 3 1 2 0 ,7 4 9 ,1 3 3 t  2 2 ,7 6 8 ,0 2 3 1 1 8 ,3 2 3 ,1 7 3 t  2 3 ,2 7 7 ,7 6 3

2 . CONTRIBUTION INCOME

A. EMPLOYER 2 5 ,3 7 7 ,3 6 2 2 6 ,3 3 5 ,6 1 7 2 6 ,5 5 4 ,9 3 5 2 6 ,9 1 3 ,2 6 2 1 0 5 ,1 8 1 ,1 7 6

B. EMPLOYEE 9 ,5 3 4 ,4 5 9 9 ,3 1 9 ,4 3 1 7 ,3 3 3 ,0 0 7 7 ,7 1 2 ,1 5 4 3 3 ,8 9 9 ,0 5 1

C. TOTAL 34 ,9 1 1 ,8 2 1 3 5 ,6 5 5 ,0 4 8 3 3 ,8 8 7 ,9 4 2 3 4 ,6 2 5 ,4 1 6 1 3 9 ,0 8 0 ,2 2 7

3 . INVESTMENT INCOME 320,604 2 ,1 4 7 ,4 4 1 426 ,9 9 2 380 ,4 0 3 3 ,2 7 5 ,4 4 0

4 . OTHER INCOME 0 0 0 0 0

5 . TOTAL INCOME 3 5 ,2 3 2 ,4 2 5 3 7 ,8 0 2 ,4 8 9 3 4 ,3 1 4 ,9 3 4 3 5 ,0 0 5 ,8 1 9 1 4 2 ,3 5 5 ,6 6 7

6 . CLAIRS PAID 3 5 ,0 4 3 ,2 6 6 3 3 ,2 3 0 ,0 0 3 3 0 ,0 4 5 ,4 3 3 2 9 ,7 2 7 ,3 9 9 1 2 8 ,0 4 6 ,1 0 1

7 . PREMIUM TO HRO 395,766 1 ,8 4 5 ,8 7 7 7 ,6 2 4 ,1 3 5 6 ,9 5 1 ,2 2 3 1 6 ,8 1 7 ,0 0 1

8 . ADMINISTRATIVE EXPENSES 7 2 3 ,770 707 ,719 590 ,216 579 ,8 5 8 2 ,6 0 1 ,5 6 3

9 . OTHER DISBURSEREMTS 1 ,5 9 8 ,2 5 3 (1 )  0 500 ,000 (2 )  0 2 ,0 9 8 ,2 5 3

1 0 .TOTAL DISBURSEREMTS 3 7 ,7 6 1 ,0 5 5 3 5 ,7 8 3 ,5 9 9 3 8 ,7 5 9 ,7 8 4 3 7 ,2 5 8 ,4 8 0 1 4 9 ,5 6 2 ,9 1 8

1 1 .RESERVE CHAN6E (2 ,5 2 8 ,6 3 0 ) 2 ,0 1 8 ,8 9 0 (4 ,4 4 4 ,8 5 0 ) (2 ,2 5 2 ,6 6 1 ) (7 ,2 0 7 ,2 5 1 )

1 2 .ENDING RESERVE J 2 0 ,7 4 9 ,1 3 3 1 2 2 ,7 6 8 ,0 2 3 I  1 8 ,3 2 3 ,1 7 3 J 1 6 ,0 7 0 ,5 1 2 1 1 6 ,0 7 0 ,5 1 2

(1 )  TRANSFER TO OPERATIONS

(2 )  TRANSFER TO DENTAL PLAN
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STATE BUDGET & CONTROL BOARD

EXHIBIT 1.2 (cont’d)

STATE OF SOUTH CAROLINA

RESERVE ACCUHLUATJON

DENTAL PLAN JULY J , 1985 -  JUNE 30, 1986

PLAN TEAR

/ 7 /8 5  -  9 /8 5 1 0 /8 5  -  1 2 /8 5 1 /8 6  •  3 /8 6 4 /8 6  -  6 /8 6 TOTAL

1 . BEGINNING RESERVE t  1 ,0 3 0 ,0 4 8 1 8 2 6 ,2 6 0 t  407 ,804 I  1 ,3 3 4 ,7 2 8 1 1 ,0 3 0 ,0 4 8

2 . CONTRIBUTION INCOME

A. EHPLOTER 3 ,6 8 3 ,8 4 1 3 ,9 7 5 ,7 5 0 3 ,9 6 1 ,6 1 6 3 ,9 8 3 ,6 7 9 1 5 ,6 0 4 ,8 6 6

B. EMPLOYEE 1 ,7 9 8 ,6 7 5 1 ,5 0 9 ,1 0 3 1 ,7 2 4 ,1 8 0 1 ,7 3 3 ,9 1 3 6 ,7 6 5 ,8 7 1

c .  to ta l 5 ,4 8 2 ,5 1 6 5 ,4 8 4 ,8 5 3 5 ,6 8 5 ,7 9 6 5 ,7 1 7 ,5 9 2 2 2 ,3 7 0 ,7 5 7

3 . INVESTMENT INCOME 0 0 0 2 7 ,6 2 9 2 7 ,6 2 9

4 . OTHER INCOME 0 0 5 0 0 ,0 0 0  ( 1 )  0 5 0 0 ,0 0 0

5 . TOTAL INCOME S ,4 8 2 ,5 1 6 5 ,4 8 4 ,8 5 3 6 ,1 8 5 ,7 9 6 5 ,7 4 5 ,2 2 1 2 2 ,8 9 8 ,3 8 6

6 . CLAIRS PAID 5 ,3 7 9 ,0 5 4 5 ,5 6 9 .5 8 4 4 ,9 3 8 ,3 2 9 5 ,4 8 1 ,1 3 6 2 1 ,3 8 6 ,1 0 3

7 . PREMIUM TO HHO 0 0 0 0 0

0 . ADMINISTRATIVE EXPENSES 3 0 7 ,2 5 0 3 1 3 ,7 2 5 3 2 0 ,5 4 3 3 2 3 ,9 2 9 1 .2 6 5 ,4 4 7

9 . OTHER DISBURSEMENTS 0 0 0 0 0

1 0 .TOTAL DISBURSEMENTS 5 ,4 8 6 .3 0 4 5 ,9 0 3 ,3 0 9 5 ,2 5 8 ,8 7 2 5 ,8 0 5 ,0 6 5 2 2 ,6 5 3 ,5 5 0

1 1 .RESERVE CHANGE (2 0 3 ,7 6 8 ) (4 1 8 ,4 5 6 ) 9 2 6 ,9 2 4 (5 9 ,6 4 4 ) 2 4 4 ,8 3 6

1 2 .ENDING RESERVE I  8 2 6 ,2 6 0 B 4 0 7 ,8 0 4 I  1 ,3 3 4 ,7 2 8 B 1 ,2 7 4 ,8 8 4 I  1 .2 7 4 ,6 8 4

( 1 )  TRANSFER FROM MEDICAL PLAN
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EXHIBIT 1 .2  (c o n t ’ d)

STATE OF SOUTH CAROLINA

RESERVE ACCUMLUATION

MEDICAL AND DENTAL PLANS JULY 1 , 1985 -  JUNE 30, 1986

PLAN YEAR
7 /8 5  -  9 /8 5 10/85  -  1 2 /85 1 /8 6  -  3 /8 6 4 /8 6  -  6 /8 6 TOTAL

1. BEGINNING RESERVE $ 2 4 ,3 0 7 ,8 1 1 t  2 1 ,5 7 5 ,3 9 3 t  2 3 ,1 7 5 ,8 2 7 t  1 9 ,6 5 7 ,9 0 1 1 2 4 ,3 0 7 ,8 1 1

2 . CONTRIBUTION INCOME

A. EMPLOYER 2 9 ,0 6 1 ,2 0 3 3 0 ,3 1 1 ,3 6 7 3 0 ,5 1 6 ,5 5 1 3 0 ,8 9 6 ,9 4 1 1 2 0 ,7 8 6 ,0 6 2

6 . EMPLOYEE 1 1 ,3 3 3 ,1 3 4 1 0 ,8 2 8 ,5 3 4 9 ,0 5 7 ,1 8 7 9 ,4 4 6 ,0 6 7 4 0 ,6 6 4 ,9 2 2

C. TOTAL 4 0 ,3 9 4 ,3 3 7 41 ,1 3 9 ,9 0 1 3 9 ,5 7 3 ,7 3 8 4 0 ,3 4 3 ,0 0 8 161 ,4 5 0 ,9 8 4

3 . INVESTMENT INCOME 320,604 2 ,1 4 7 ,4 4 1 426 ,9 9 2 4 0 8 ,0 3 2 3 ,3 0 3 ,0 6 9

4 . OTHER INCOME 0 0 5 0 0 ,0 0 0 0 500 ,000

5. TOTAL INCOME 4 0 ,7 1 4 ,9 4 1 4 3 ,2 8 7 ,3 4 2 4 0 ,5 0 0 ,7 3 0 4 0 ,7 5 1 ,0 4 0 1 6 5 ,2 5 4 ,0 5 3

6 . CLAIMS PAID 4 0 ,4 2 2 ,3 2 0 3 8 ,8 1 9 ,5 8 7 3 4 ,9 8 3 ,7 6 2 3 5 ,2 0 8 ,5 3 5 1 4 9 ,4 3 4 ,2 0 4

7 . PREMIUM TO HMO 395 ,7 6 6 1 ,8 4 5 ,8 7 7 7 ,6 2 4 ,1 3 5 6 ,9 5 1 ,2 2 3 16 ,8 1 7 ,0 0 1

8. ADMINISTRATIVE EXPENSES 1 ,0 3 1 ,0 2 0 1 ,0 2 1 ,4 4 4 9 1 0 ,7 5 9 9 0 3 ,7 8 7 3 ,8 6 7 ,0 1 0

9 . OTHER DISBURSEMENTS 1 ,5 9 8 ,2 5 3 0 5 0 0 ,0 0 0 0 2 ,0 9 8 ,2 5 3

10.TOTAL DISBURSEMENTS 4 3 ,4 4 7 ,3 5 9 4 1 ,6 8 6 ,9 0 8 4 4 ,0 1 8 ,6 5 6 4 3 ,0 6 3 ,5 4 5 1 7 2 ,2 1 6 ,4 6 8

1 1 .RESERVE CHANGE (2 ,7 3 2 ,4 1 8 ) 1 ,6 0 0 ,4 3 4 ( 3 .5 1 7 .K 6 ) (2 ,3 1 2 ,5 0 5 ) (6 ,9 6 2 .4 1 5 )

1 2 .ENDING RESERVE 1 2 1 ,5 7 5 ,3 9 3 I  2 3 ,1 7 5 ,8 2 7 S 1 9 ,6 5 7 ,9 0 1 I  1 7 ,3 4 5 ,3 5 6 I  1 7 ,3 4 5 ,3 9 6
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EXHIBIT 1.3 - Reserve Accumulation - July 1, 1986 - June 30, 1987

A. During the 1986-1987 plan year, s ig n if ic a n t events included 

the fo llo w in g :

1. E ffe c tive  July 1, 1986, re tire e  con tribu tion  rates

became the same as active employee rates.

2. E ffe c tive  July 1, 1986, an 8% dental rate increase was 

implemented.

3. The fo llow ing non-routine cost transactions took place:

a. $3,002,719 was received as a refund from 

Metropolitan L ife .

b. $2,006,604 was transferred to operations.

c. $1,395,617 was received as a dividend from

M etropolitan L ife .

B. Records ind ica te  that a 27% medical rate increase, to be 

e ffe c tiv e  July 1, was requested and tha t an increase of 8%

was received.

C. During the year, medical disbursements exceeded medical 

income by $467,474, while dental income exceeded dental 

disbursements by $2,797,666.
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EXHIBIT 1 .3

STATE OF SOUTH CAROLINA

RESERVE ACCUHLUATIOW

MEDICAL PLAN JULY 1, 1986 -  JUNE 30 , 1987

PLAN YEAR 
TOTAL7 /8 6  -  9 /8 6 1 0 /8 6  -  1 2 /8 6 1 /8 7  -  3 /8 7 4 /8 7  -  6 /8 7

1. BEGINNING RESERVE B 1 6 ,0 7 0 ,5 1 2 B 1 8 ,5 7 3 ,7 2 8 B 1 5 ,2 5 6 ,6 0 8 B 1 9 ,3 0 6 ,1 4 1 B 1 6 ,0 7 0 ,5 1 2

2 . CONTRIBUTION INCOME

A. EMPLOYER 2 9 ,0 0 6 ,0 5 6 3 0 ,3 4 8 ,4 7 7 3 0 ,5 6 4 ,6 5 6 3 0 ,3 6 3 ,9 3 1 1 2 0 ,2 8 3 ,1 2 0

B. EMPLOYEE 9 ,3 8 0 ,2 9 7 9 .2 8 2 ,5 3 0 9 ,1 1 7 ,6 9 5 9 ,0 7 0 ,7 1 6 3 6 ,8 5 1 ,2 3 8

C. TOTAL 3 8 ,3 8 6 ,3 5 3 3 9 ,6 3 1 ,0 0 7 3 9 ,6 8 2 ,3 5 1 3 9 ,4 3 4 ,6 4 7 1 5 7 ,1 3 4 ,3 5 8

3 . INVESTMENT INCOME 226,484 2 5 8 ,6 2 6 2 5 9 ,5 5 3 2 3 9 ,6 0 0 984 ,263

4 . OTHER INCOME 3 ,0 0 2 ,7 1 9  (1 ) 0 1 ,3 9 5 ,6 1 7 (3 )  0 4 ,3 9 8 ,3 3 6

5 . TOTAL INCOME 4 1 ,6 1 5 ,5 5 6 3 9 ,8 8 9 ,6 3 3 4 1 ,3 3 7 ,5 2 1 3 9 ,6 7 4 ,2 4 7 1 6 2 ,5 1 6 ,9 5 7

6 . CLAIMS PAID 3 4 ,4 4 3 ,8 3 3 3 7 ,0 1 9 ,5 1 4 2 9 ,5 1 3 ,8 2 1 3 6 ,4 3 6 ,0 3 6 1 3 7 ,4 1 3 ,2 0 4

7 . PREMIUM TO HMO 3 ,4 2 2 ,1 7 2 4 ,9 1 0 ,2 7 9 6 ,1 2 7 ,5 0 9 6 ,2 1 4 ,6 8 6 2 0 ,6 7 4 ,6 4 6

8 . ADMINISTRATIVE EXPENSES 711,335 7 3 7 ,3 7 4 7 1 4 ,6 4 0 717 ,6 2 8 2 ,8 8 0 ,9 7 7

9 . OTHER DISBURSEMENTS 535,000  (2 ) 5 3 9 ,5 8 6 (2 )  9 3 2 ,0 1 8 (2 ) 9 ,0 0 0  (4 )  2 ,0 1 5 ,6 0 4

1 0 .TOTAL DISBURSEMENTS 3 9 ,1 1 2 ,3 4 0 4 3 ,2 0 6 ,7 5 3 3 7 ,2 8 7 ,9 8 8 4 3 ,3 7 7 ,3 5 0 1 6 2 ,9 8 4 ,4 3 1

1 1 .RESERVE CHANGE 2 ,5 0 3 ,2 1 6 (3 ,3 1 7 .1 2 0 ) 4 ,0 4 9 ,5 3 3 (3 ,7 0 3 ,1 0 3 ) (4 6 7 ,4 7 4 )

12.ENDIN6 RESERVE 1 1 8 ,5 7 3 ,7 2 8 I  1 5 ,2 5 6 ,6 0 8 B 1 9 ,3 0 6 ,1 4 1 B 1 5 ,6 0 3 ,0 3 8 B 1 5 ,6 0 3 ,0 3 8

(1 )  REFUND -  METROPOLITAN L IFE

(? ) TRANSFER TO OPERATIONS

(3 ) DIVIDEND -  METROPOLITAN LIFE

(4 ) RHP
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EXHIBIT 1 .3  (c o n t ’ d)

STATE OF SOUTH CAROLINA

RESERVE ACCUHLUATIOH

DENTAL PLAN JULY 1 , 1986 -  JUNE 30 , 1987

PLAN YEAR
7 /8 6  -  9 /8 6 1 0 /8 6  -  1 2 /8 6 1 /8 7  -  3 /8 7 4 /8 7  -  6 /8 7 TOTAL

1 . BEGINNING RESERVE I  1 ,2 7 4 ,8 8 4 I  1 ,3 9 2 ,0 5 1 I  2 ,0 9 1 ,8 7 1 t  3 ,1 7 6 ,5 8 6 I  1 ,2 7 4 ,8 8 4

2 . CONTRIBUTION INCOME

A. EMPLOYER 4 ,2 6 8 ,7 9 4 4 ,4 6 5 ,7 0 2 4 ,4 2 9 ,1 9 1 4 ,4 5 7 ,2 7 8 1 7 ,6 2 0 ,9 6 5

B. EMPLOYEE 1 ,8 4 5 ,1 3 4 2 ,0 3 0 ,0 3 5 2 ,0 9 1 ,4 0 3 2 ,0 8 8 ,8 5 5 8 ,0 5 5 ,4 2 7

C. TOTAL 6 ,1 1 3 ,9 2 8 6 ,4 9 5 ,7 3 7 6 ,5 2 0 ,5 9 4 6 ,5 4 6 ,1 3 3 2 5 ,6 7 6 ,3 9 2

3 . INVESTMENT INCOME 12 ,2 7 3 2 3 ,7 8 3 37 ,845 5 0 ,0 4 7 123 ,9 4 8

4 . OTHER INCOME 0 0 0 0 0

5 . TOTAL INCOME 6 ,1 2 6 ,2 0 1 6 ,5 1 9 ,5 2 0 6 ,5 5 8 ,4 3 9 6 ,5 9 6 ,1 8 0 2 5 ,8 0 0 ,3 4 0

6 . CLAIMS PAID 5 ,6 8 9 ,2 7 7 5 ,4 9 0 ,3 3 4 5 ,1 4 0 ,8 8 9 5 ,3 6 5 ,9 2 1 2 1 ,6 8 6 ,4 2 1

7 . PREMIUM TO HMO 0 0 0 0 0

8 . ADMINISTRATIVE EXPENSES 319 ,757 329 ,366 332 ,835 334 ,2 9 5 1 ,3 1 6 ,2 5 3

9 . OTHER DISBURSEMENTS 0 0 0 0 0

10.T0TAL DISBURSEMENTS 6 ,0 0 9 ,0 3 4 5 ,8 1 9 ,7 0 0 5 ,4 7 3 ,7 2 4 5 ,7 0 0 ,2 1 6 2 3 ,0 0 2 ,6 7 4

1 1 .RESERVE CHANGE 117,167 699 ,820 1 ,0 8 4 ,7 1 5 895 ,9 6 4 2 ,7 9 7 ,6 6 6

1 2 .ENDING RESERVE I  1 ,3 9 2 ,0 5 1 I  2 ,0 9 1 ,8 7 1 J 3 ,1 7 6 ,5 8 6 1 4 ,0 7 2 ,5 5 0 t  4 ,0 7 2 ,5 5 0
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EXHIBIT 1 .3  (c o n t ’ d)

STATE OF SOUTH CAROLINA

RESERVE ACCUMLUATION

MEDICAL AMD DENTAL PLANS JULY 1 , 1986 -  JUNE 30, 1987

PLAN YEAR
7/86  -  9 /8 6 1 0 /8 6  -  1 2 /8 6 1 /8 7  -  3 /8 7 4 /8 7  -  6 /8 7 TOTAL

1 . BEGINNING RESERVE

2 . CONTRIBUTION INCOME

I  1 7 ,3 4 5 ,3 9 6 1 1 9 ,9 6 5 ,7 7 9 J 1 7 ,3 4 8 ,4 7 9 I  2 2 ,4 8 2 ,7 2 7 t  1 7 ,3 4 5 ,3 9 6

A. EMPLOYER 3 3 ,2 7 4 ,8 5 0 3 4 ,8 1 4 ,1 7 9 3 4 ,9 9 3 ,8 4 7 3 4 ,8 2 1 ,2 0 9 137 ,9 0 4 ,0 8 5

B. EMPLOYEE 11 ,2 2 5 ,4 3 1 1 1 ,3 1 2 ,5 6 5 1 1 ,2 0 9 ,0 9 8 1 1 ,1 5 9 ,5 7 1 4 4 ,9 0 6 ,6 6 5

C. TOTAL 4 4 ,5 0 0 ,2 8 1 4 6 ,1 2 6 ,7 4 4 4 6 ,2 0 2 ,9 4 5 4 5 ,9 8 0 ,7 8 0 1 8 2 ,8 1 0 ,7 5 0

3 . INVESTMENT INCOME 238 ,7 5 7 282 ,4 0 9 2 9 7 ,3 9 8 2 8 9 ,6 4 7 1 ,1 0 8 ,2 1 1

4 .  OTHER INCOME 3 ,0 0 2 ,7 1 9 0 1 ,3 9 5 ,6 1 7 0 4 ,3 9 8 ,3 3 6

5 . TOTAL INCOME 4 7 ,7 4 1 ,7 5 7 4 6 ,4 0 9 ,1 5 3 4 7 ,8 9 5 ,9 6 0 4 6 ,2 7 0 ,4 2 7 1 8 8 ,3 1 7 ,2 9 7

6 . CLAIMS PAID 4 0 ,1 3 3 ,1 1 0 4 2 ,5 0 9 ,8 4 8 3 4 ,6 5 4 ,7 1 0 4 1 ,8 0 1 ,9 5 7 1 5 9 ,0 9 9 ,6 2 5

7 . PREMIUM TO HMO 3 ,4 2 2 ,1 7 2 4 ,9 1 0 ,2 7 9 6 ,1 2 7 ,5 0 9 6 ,2 1 4 ,6 8 6 2 0 ,6 7 4 ,6 4 6

8 . ADMINISTRATIVE EXPENSES 1 ,0 3 1 ,0 9 2 1 ,0 6 6 ,7 4 0 1 ,0 4 7 ,4 7 5 1 ,0 5 1 ,9 2 3 4 .1 9 7 ,2 3 0

9 . OTHER DISBURSEMENTS 535,000 539 ,586 932 ,0 1 8 9 ,000 2 ,0 1 5 ,6 0 4

1 0 .TOTAL DISBURSEMENTS 4 5 ,1 2 1 ,3 7 4 4 9 ,0 2 6 ,4 5 3 4 2 ,7 6 1 ,7 1 2 4 9 ,0 7 7 ,5 6 6 1 8 5 ,9 8 7 ,1 0 5

1 1 .RESERVE CHANGE 2 ,6 2 0 ,3 8 3 (2 ,6 1 7 ,3 0 0 ) 5 ,1 3 4 ,2 4 8 (2 ,8 0 7 ,1 3 9 ) 2 ,3 3 0 ,1 9 2

1 2 .ENDING RESERVE I  1 9 ,9 6 5 ,7 7 9 1 1 7 ,3 4 8 ,4 7 9 I  2 2 ,4 8 2 ,7 2 7 S 1 9 ,6 7 5 ,5 8 8 I  1 9 ,6 7 5 ,5 8 8

11443
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EXHIBIT 1.4 - Reserve Accumulation - July 1, 1987 - December 31, 1988

A. During the plan year beginning July 1, 1987, the fo llow ing 

took place:

1. In order to change from a July through June plan year to 

a January through December plan year, i t  was decided 

that the eighteen-month period beginning July 1, 1987 

would constitu te  one plan year. Thereafter, plan years 

would coincide w ith calendar years.

2. A 35.8% medical rate increase, e ffe c tive  July 1, 1987, 

was requested. An increase of 11% was received.

3. During the year, the fo llow ing non-routine cash trans­

actions occurred:

a. $3,848,980 was transferred to  operations.

b. $154,276 was received as a reimbursement from 

Travelers and Healthsource.

c. $58,876 was received as a reimbursement from R. E. 

Harrington.

B. During the year, medical plan disbursements exceeded income 

by $18,376,747, while dental plan income exceeded plan 

disbursements by $6,019,242.

11444
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EXHIBIT 1.4

STATE OF SOUTH CAROLINA

RESERVE ACCUHLUATION

MEDICAL PLAN JULY 1, 1987 - DECEMBER 31, 1988

PLAN YEAR
7/87 -  9/87 10/87 -  12/87 1/88 - 3/88 4/88 -  6 /88 7 /8 8  - 9/88 10/88 -  12/88 TOTAL

1. BEGINNING r e s e r v e t 15,603,038 1 15,287,676 S 18,211,046 t 14,486,188 1 12,076,912 1 2 ,194,560 1 15,603,038

2 . CONTRIBUTION IMCOHE

A. EMPLOYER 35,853,228 33,551,853 38,960,246 36,621,289 35,844,568 36,636,271 217,467,455

B. EMPLOYEE 11,648,632 11,401,840 11,639,082 11,634,894 11,638,462 11,547,051 69,509,961

C. TOTAL 47,501,860 44,953,693 50,599,328 48,256,183 47,483,030 48,183,322 286,977,416

3. INVESTMENT INCOME 214,236 286,418 329,311 285.734 174,611 112,694 1,403,004

4 . OTHER INCOME 0 0 0 0 154,276 (2) 0 154,276

5. TOTAL INCOME 47,716,096 45,240,111 50,928,639 48,541,917 47,811,917 48,296,016 288,534,696

6 . CLAIMS PAID 40,290,862 35,086,447 47,502,089 43,726,107 50,276,643 46,179,430 263,061,578

7 . PREMIUM TO HHO 6,237,623 5.712.605 5,706,631 5,771,131 5,803,139 5,510,644 34,741,773

8 . ADMINISTRATIVE EXPENSES 849,336 664,052 876,165 885,343 889,782 894,434 5,259,112

9 . OTHER DISBURSEMENTS 653,637 (1 ) 653,637 (1) 568,612 (1 ) 568,612 (1 ) 724,705 (1) 679,777 (1) 3,848.980

1 0 .TOTAL DISBURSEMENTS 46,031,458 42,316,741 54,653,497 50,951,193 57,694,269 53,264,285 306.911,443

1 1 .RESERVE CHANGE (315,362) 2,923,370 (3 .724 ,858) (2 ,409,276) (9,882,352) (4 ,968 ,269 ) (18,376,747)

12 .ENDING RESERVE 1 15,287,676 t  18,211,046 1 14,486,188 1 12,076,912 t  2,194,560 I  (2 .773 ,709 ) I  (2,773,709)

(1) TRANSFER TO OPERATIONS

(2) REIMBURSEMENT FROM TAVELERS I  HEALTHSOURCE

11145
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EXHIBIT 1.4 (c o n t’d)

STATE Of SOUTH CAROLINA

RESERVE ACCUNLUATION

DENTAL PLAN JULY I ,  1987 -  DECEMBER 31, 1988

PLAN TEAR
7/87 •  9/87 10/87 -  12/87 1/88 -  3/88 4/88 - 6/88 7/88 • 9/88 10/88 -  12/88 TOTAL

1. BEGINNING RESERVE J 4,072,550 1 4 ,933,032 1 6 ,153,250 J 7,052,795 1 7,795,715 t  6,489,381 J 4.072,550

2. CONTRIBUTION INCOME

A. EMPLOYER 4,419,087 4,533,173 4,552,525 4,568,868 4,523,134 4,626,715 27,223,502

B. EMPLOYEE 2.054,263 1,829,841 2,603,897 2,345,185 2,329,569 2,402,274 13,565,029

C. TOTAL 6,473,350 6,363,014 7,156,422 6,914,053 6,852,703 7,028,989 40,788,531

3 . INVESTMENT INCOME 77,860 85,393 106,246 116,269 150,017 186,893 722,678

4 . OTHER INCOME 0 0 0 0 0 58,876 (1) 58,876

5 . TOTAL INCOME 6,551 ,210 6,448,407 7,262,668 7,030,322 7,002,720 7,274,758 41,570,085

6 . CLAIMS PAID 5,400,613 4,934,194 6,064,778 5,986,589 6,010,198 5.372,692 33,769,064

7 . PREMIUM TO HMO 0 0 0 0 0 0 0

8 . ADMINISTRATIVE EXPENSES 290,115 293,995 298,345 300,813 298.856 299,655 1,781,779

9 . OTHER DISBURSEMENTS 0 0 0 0 0 0 0

1 0 .TOTAL DISBURSEMENTS 5,690,728 5,228.189 6.363,123 6,287,402 6,309,054 5,672,347 35,550.843

11. RE SERVE CHANGE 860,482 1,220,218 899,545 742,920 693,666 1.602,411 6,019,242

1 2 .ENDING RESERVE I  4,933,032 t  6 ,153,250 1 7.052,795 t  7 ,795,715 1 8,489,381 1 10,091,792 I  10,091,792

( I )  REIMBURSEMENT FROM R. E. HARRINGTON

11446
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EXHIBIT 1.4 (coflt’ d)

STATE OF SOUTH CAROLINA

RESERVE ACCUMLUATION

MEDICAL AMD DENTAL FLAMS JULY 1, 1987 -  DECEMBER 31, 1988

FLAN YEAR
7 /8 7  -  9 /87 10/87 -  12/87 1/88 -  3/88 4/88 -  6/88 7/88 -  9/88 10/88 -  12/88 t o t a l

1. BEGINNING RESERVE

2 . CONTRIBUTION INCOME

B 19,675,588 B 20,220,708 t 24,364,296 B 21,538,983 B 19,872,627 B 10,683,941 B 19,675.588

A. EMPLOYER 40.272.315 38,085,026 43,512,771 41,190,157 40,367,702 41,262,986 244,690,957

B. EMPLOYEE 13,702.895 13,231,681 14.242,979 13,980,079 13,968,031 13,949,325 83,074,990

c. t o t a l 53,975,210 51.316,707 57,755,750 55,170,236 54,335,733 55,212,311 327,765,947

3 . INVESTMENT INCOME 292,096 371,811 435,557 402,003 324,628 299,587 2,125,682

4 . OTHER INCOME 0 0 0 0 154,276 58,876 213,152

5 . TOTAL INCOME 54,267,306 51,688.518 58,191,307 55,572,239 54.814,637 55,570.774 330,104,781

6 . CLAIMS PAID 45,691 ,475 40,020,641 53,566,867 49,712.696 56,286,841 51,552,122 296,830,642

7 . PREMIUM TO HMO 6,237 ,623 5,712,605 5,706.631 5,771,131 5,803,139 5,510,644 34,741,773

8 . ADMINISTRATIVE EXPENSES 1,139,451 1,158,047 1,174,510 1,186,156 1,188,638 1,194.089 7,040,891

9 . OTHER DISBURSEMENTS 653,637 653,637 568,612 568,612 724,705 679,777 3.848,980

1 0 .TOTAL DISBURSEMENTS 53,722,186 47,544,930 61,016,620 57,238,595 64,003,323 58,936,632 342,462,286

1 1 .RESERVE CHANGE 545,120 4,143,588 (2 ,825 ,313) (1 ,666 .356) (9 ,188,686) (3 ,365,858) (12,357,505)

1 2 .ENDING RESERVE B 20,220,708 B 24,364,296 B 21,538,983 B 19,872,627 B 10,683,941 B 7,318,083 B 7,318,083

the C O M P A N Y
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SECTION I I

PROJECTION OF FUTURE EXPERIENCE

Fund pro jections fo r 1989 are based on a number of c r i t ic a l  assumptions as to 

the size and ch a ra c te ris tics  of the covered population; con tribu tions from the 

State and from employees; expense le ve ls ; investment re turn ; and the volume of 

claims expected to be paid during the year.

1. Size and C haracte ris tics  of the Covered Population

E ffec tive  January 1, 1989, due p rim arily  to employees leaving HMOs, the 

number of pa rtic ip a n ts  covered under Plans A and B increased by approxi­

mately 14%. Available s ta t is t ic s  ind ica te  tha t the average age o f the 

covered population did not change m a te ria lly  as a re su lt of the in flu x  of 

HMO members. Therefore, general u t i l iz a t io n  patterns observed during 1988 

were assumed fo r 1989.

2. Contributions From the State and From Employees

The pro jection  fo r 1989 is based on the continuation of 1988 funding 

le ve ls . Increased con tribu tions from 1988-1989 re f le c t the increased

number of covered in d iv id u a ls .

3. Expense Levels

Plan expenses consist of funds paid to Blue Cross Blue Shield under the 

Adm in istra tive Services Only arrangement, funds transferred to operations, 

and case management expenses. Prelim inary f i r s t  quarter data served as 

the basis fo r estim ating expense levels fo r 1989.

—-----— --------------------------------------------------------------------------------- T H E  C O M P A N Y  -----------------
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4. Investment Return

As with expenses, estimated investment return is  based on prelim inary 

f i r s t  quarter data extended through the remainder of the year.

5. Claims Paid During The Year

Exhib it I I . 1 i l lu s tra te s  actual claim payments during each of the la s t 

three calendar years. Claims are broken down by type and are shown 

separately fo r active and re tire d  employees.

Blue Cross Blue Shield u t i l iz a t io n  data provided ins igh t in to  the growth 

of claim costs. A key concept to the analysis of claim patterns is that 

claims on a per member basis increase as a re su lt of increased u t i l iz a t io n  

of medical services combined w ith the increased cost of those services. 

Exhib it I I . 2 provides a breakdown of key u t i l iz a t io n  rates and payment 

rates b.y type of expense for each of the la s t three calendar years. 

Quarterly reports were analyzed and combined to produce the rates that 

are shown. Using these s ta t is t ic s ,  we developed trend factors fo r pro­

je c tin g  1989 claims. We have estimated tha t active employee claims w ill 

increase by 20.7% per covered ind iv idua l and that re tire e  costs w ill 

increase by 23.3%. Variation in these factors between active employees 

and re tire e s  stems from d if fe re n t u t i l iz a t io n  patterns exhibited by these 

two segments of the population. Medicare po licy  in determining its  

l i a b i l i t y  is  also re fle c te d . A d d itio n a lly , our pro jection of claims 

includes the expected impact of Medicare Catastrophic Legislation on 

re tire e  experience.

11450
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Based upon these assumptions, we have estimated that 1989 medical claims w i l l  

amount to $250,503,447 . As E xh ib it I I . 2 i l lu s tra te s ,  we have projected tha t 

i f  current benefits  are continued, along with current con tribu tion  ra tes, a 

year-end medical plan d e f ic i t  equal to $44,876,983 w il l  occur. For the same 

period, we have estimated a dental plan surplus equal to $16,081,314. 

These two amounts produce a combined d e f ic it  equal to $28,795,669.

11451
T H E C O M P A N Y -------------------------



- 21 -
E X H IB IT

APR 1 3 1989 no. 1
STATE BUDGET & CONTROL BOARD

EXHIBIT I I . 1

CLAIMS HISTORY

IHPATIEMT HOSPITAL

RETIREDACTIVE TOTAL
CALENDAR

TEAR MEMBERS PAYMENTS MEMBERS PAYMENTS MEMBERS PAYMENTS

1986 192 ,112 1 5 5 ,0 6 9 ,9 5 6 31 ,219 $ 7 ,3 1 5 ,4 1 9 223 ,3 3 1 $ 62 ,385 ,3 75

1987 203 ,0 1 2 $ 5 1 ,9 7 9 ,0 7 5 34,511 $ 1 0 ,0 6 4 ,3 8 7 2 3 7 ,5 2 3 $ 6 2 ,043 ,4 62

1988 215 ,1 6 2 $ 7 0 ,3 8 2 ,6 0 3 36 ,9 8 7 $ 1 4 ,5 1 3 ,0 7 3 2 5 2 ,1 4 9 $ 8 4 ,895 ,6 76

11452
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EXHIBIT I I . 1 (c o n t ’ d )

CLAIMS HISTORY

OUTPATIENT HOSPITAL

a c t iv e  r e tir e d  to ta l
calendar

YEAR MEMBERS PAYMENTS MEMBERS PAYMENTS MEMBERS PAYMENTS

1986 192 ,112 1 1 1 ,9 0 8 ,4 6 7 31 ,219 1 1 ,5 7 1 ,1 9 7 223,331 113 ,479 ,6 64

1987 203 ,0 1 2 1 1 4 ,3 8 8 ,8 9 2 34,511 1 2 ,8 5 1 ,8 4 0 237 ,523 117 ,2 4 0 ,7 3 2

1988 2 1 5 ,1 6 2 1 2 0 ,4 7 2 ,2 5 1 36 ,987 1 3 ,6 1 9 ,1 7 0 2 5 2 ,149 124 ,091 ,4 21

11453
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EXHIBIT I I . 1 (c o n t ’ d)

CLAIMS HISTORY

INPATIENT MEDICAL SURGICAL

RETIREDACTIVE TOTAL
CALENDAR

YEAR MEMBERS PAYMEHTS MEMBERS PAYMEHTS MEMBERS PAYMEHTS

1906 192 ,112 1 1 7 ,5 8 2 ,0 9 5 3 1 ,2 1 9 $ 2 ,2 0 0 ,2 8 4 223,331 $ 1 9 ,7 8 2 ,3 7 9

1987 2 0 3 ,012 $ 1 8 ,0 8 9 ,3 9 2 34 ,5 1 1 $ 3 ,4 1 5 ,5 5 9 237 ,523 $ 2 1 ,5 0 4 ,9 5 1

1988 2 1 5 ,162 $ 2 1 ,5 9 5 ,9 7 3 3 6 ,9 8 7 $ 3 ,7 2 6 ,0 1 4 252 ,149 $ 2 5 ,3 2 1 ,9 8 7

11454
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EXHIBIT I I . 1 ( c o n t ’ d)

CLAIRS HISTORY

O ff ic e  MEDICAL SURGICAL

ACTIVE RETIRED TOTAL
CALENDAR

YEAR MEMBERS PATMENTS MEMBERS PAYMENTS MEMBERS PATMENTS

1986 1 9 2 ,1 1 2 1 8 ,3 6 5 ,9 0 5 3 1 ,2 1 9 1 1 ,7 3 5 ,2 5 2 223 ,331 1 1 0 ,1 0 1 ,1 5 7

1987 2 0 3 ,0 1 2 1 9 ,3 1 2 ,3 2 7 34 ,511 1 2 ,6 9 7 ,5 6 3 237 ,523 1 1 2 ,0 0 9 ,8 9 0

1988 2 1 5 ,1 6 2 1 1 2 ,9 9 1 ,7 2 8 3 6 ,9 8 7 1 3 ,2 1 3 ,9 7 7 2 5 2 ,1 4 9 1 1 6 ,2 0 5 ,7 0 5

11155
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EXHIBIT I I . 1 (c o n t ’ d)

CLAIMS HISTORY

OUTPATIENT MEDICAL SURGICAL

ACTIVE RETIRED TOTAL

CALENDAR
YEAR MEMBERS PAYMENTS MEMBERS PAYMENTS MEMBERS PAYMENTS

1986 192 ,112 $ 6 ,0 5 3 ,1 1 6 31,219 $7 0 5 ,1 9 6 223 ,331 $ 6 ,7 5 8 ,3 1 2

1987 2 0 3 ,0 1 2 $ 7 ,5 8 9 ,7 2 1 34,511 $ 1 ,1 7 1 ,3 6 6 237 ,523 $ 8 ,7 6 1 ,0 8 7

1988 2 1 5 ,1 6 2 $ 1 0 ,3 3 9 ,7 4 8 36 ,987 6 1 ,6 2 2 ,3 2 6 252 ,149 6 1 1 ,9 6 2 ,0 2 2

11456
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EXHIBIT I I . 2 

ANALYSIS OF FLAW COST 

IMPATIENT HOSPITAL

E X H IB IT
APR 1 3  1989 no. 1
STATE BUDGET & CONTROL BOARD

CALENDAR
TEAR

DAYS PER 1 ,0 0 0 payment per DAY

ACTIVE RETIRED TOTAL ACTIVE RETIRED TOTAL

1986 645 1 ,5 3 9 770 <445 <152 <363

1987 445 1 ,6 9 6 627 <576 <172 <417

1988 482 1 ,7 1 2 662 <679 <229 <508

MONTHLY PAYMENT PER MEMBER

a c tiv e  r e t ir e d  t o ta l

123 .92  1 1 9 .A9 1 2 3 .2 9

121 .3 6  1 2 4 .3 1  1 2 1 .7 9

12 7 .2 7  < 3 2 .6 7  < 2 8 .0 2

11137
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EXHIBIT I I  2 ( c o n t ’ d)

ANALYSIS OF PLAN COST

OUTPATIENT HOSPITAL

CLAIMS /  1 ,0 0 0  PAYMENT /  CLAIM MOMTHLY PAYMENT PER MEMBER
CALENDAR

YEAR ACTIVE RETIRED TOTAL ACTIVE RETIRED TOTAL ACTIVE RETIRED TOTAL

1986 439 621 46S 8141 181 8130 85.16 8 4 .1 9 85 .04

1987 433 863 495 8164 196 8147 85 .92 8 6 .9 0 86 .06

1988 482 891 542 1198 8110 8176 87.95 8 8 .1 7 8 7 .9 5

11458
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EXHIBIT I I . 2 (c o n t ’ d)

AMALTSIS Of PLAN COST

INPATIENT MEDICAL SURGICAL

calendar
YEAR

PROCEDURES PER 1 ,000

TOTAL

853

payment / procedure MONTHLY

ACTIVE

$ 7 .5 8

PAYMENT PER MEMBER

ACTIVE

728

RETIRED

1 ,6 1 9

ACTIVE

1125

RETIRED

$44

TOTAL

$104

RETIRED

$5.94

TOTAL

$ 7 .3 91986

1987 589 2 ,1 8 1 820 1151 $45 $110 $7 .41 $ 8 .18 $ 7 .5 2

1988 631 2 ,1 1 7 849 1159 $48 $118 $ 8 .3 6 $8 .47 $ 8 .3 5

11459
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EXHIBIT I I . 2  ( c o n t ’ d) 

ANALYSIS OF FLAM COST

OUTPATIENT MEDICAL SURGICAL

MONTHLY PAYMENT PER MEMBERPROCEDURES PER 1 ,0 0 0 PAYMENT /  PROCEDURE

CALENDAR
YEAR ACTIVE

368

RETIRED

763

TOTAL

423

ACTIVE

$86

RETIRED

$30

TOTAL

$72

ACTIVE

$ 2 .6 4

RETIRED

$ 1 .91
1986

1987 371 1 ,074 473 $101 $32 $78 $ 3 .1 2 $ 2 .8 6

1988 437 1 ,2 4 5 555 $110 $35 $85 $ 4 .0 1 $ 3 .6 3

1 2 .5 4

11460
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EXHIBIT I I . 2 (c o n t ’ d) 

ANALYSIS Of PLAN COST

OFFICE MEDICAL SUR6ICAL

CALENDAR
YEAR

1986

1987

1988

PROCEDURES PER 1 ,000

ACTIVE RETIRED TOTAL
— —
1 ,8 5 7 5 ,6 0 0 2,380

1 ,731 6 ,2 5 5 2,388

2 ,2 3 6 6 ,4 6 2 2,856

PAYMENT /  PROCEDURE

ACTIVE RETIRED TOTAL
— ------ -

123 $10 $19

127 $12 $21

127 $13 $23

MONTHLY PAYMENT PER MEMBER

ACTIVE RETIRED TOTAL
— — . —

$ 3 .5 6 $ 4 .6 7 $ 3 .7 7

$ 3 .8 9 $ 6 .2 6 $ 4 .1 8

$ 5 .0 3 $ 7 .2 4 $ 5 .3 6

11461
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EXHIBIT I I . 3

STATE OF SOUTH CAROLINA

RESERVE ACCUHLUATION

MEDICAL PLAN JAN 1 , 1989 -  DEC 31, 1989

(PROJECTED)

1 0 /8 9  -  1 2 /89
PLAN YEAR 

TOTAL1 /8 9  -  3 /8 9 4 /8 9  -  6 /8 9 7 /8 9  -  9 /8 9

1 . BEGINNING RESERVE

2 . CONTRIBUTION INCOME

» (2 ,7 7 3 ,7 0 9 ) I  (5 ,9 9 3 ,8 7 5 ) 1 (1 8 ,9 5 4 ,9 1 1 ) 1 (3 1 ,9 1 5 ,9 4 7 ) I  (2 ,7 7 3 ,7 0 9 )

A. EMPLOYER 4 1 ,5 0 2 ,6 5 0 4 1 ,3 8 0 ,5 1 5 4 1 ,3 8 0 ,5 1 5 4 1 ,3 8 0 ,5 1 5 1 6 5 ,6 4 4 ,1 9 5

B. EMPLOYEE 1 5 ,1 7 1 ,6 5 3 1 5 ,4 5 9 ,3 6 6 1 5 ,4 5 9 ,3 6 6 1 5 ,4 5 9 ,3 6 6 6 1 ,5 4 9 ,7 5 1

C. TOTAL 5 6 ,6 7 4 ,3 0 3 5 6 ,8 3 9 ,8 8 1 5 6 ,8 3 9 ,8 8 1 5 6 ,8 3 9 ,8 8 1 2 2 7 ,1 9 3 ,9 4 6

3 . INVESTMENT INCOME 4 2 ,8 5 6 64 ,284 64 ,2 8 4 64 ,2 8 4 2 3 5 ,7 0 8

4 .  OTHER INCOME 0 0 0 0 0

5 . TOTAL INCOME 5 6 ,7 1 7 ,1 5 9 5 6 ,9 0 4 ,1 6 5 5 6 ,9 0 4 ,1 6 5 5 6 ,9 0 4 ,1 6 5 2 2 7 ,4 2 9 ,6 5 4

6 .  CLAIRS PAID 5 5 ,1 0 6 ,8 6 8 6 5 ,1 3 2 ,1 9 3 6 5 ,1 3 2 ,1 9 3 6 5 ,1 3 2 ,1 9 3 2 5 0 ,5 0 3 ,4 4 7

7 .  PREMIUM TO HMO 2 ,6 5 8 ,2 2 3 2 ,5 0 1 ,8 1 4 2 ,5 0 1 ,8 1 4 2 ,5 0 1 ,8 1 4 1 0 ,1 6 3 ,6 6 5

8 .  ADMINISTRATIVE EXPENSES 1 ,4 9 2 ,4 5 7 1 ,5 5 1 ,4 1 7 1 ,5 5 1 ,4 1 7 1 ,5 5 1 ,4 1 7 6 ,1 4 6 ,7 0 8

9 .  OTHER DISBURSEMENTS 6 7 9 ,7 7 7 6 7 9 ,7 7 7 6 7 9 ,7 7 7 679 ,7 7 7 2 ,7 1 9 ,1 0 8

1 0 . TOTAL DISBURSEMENTS 5 9 ,9 3 7 ,3 2 5 6 9 ,8 6 5 ,2 0 1 6 9 ,8 6 5 ,2 0 1 6 9 ,8 6 5 ,2 0 1 2 6 9 ,5 3 2 ,9 2 8

1 1 .RESERVE CHANGE (3 ,2 2 0 ,1 6 6 ) (1 2 ,9 6 1 ,0 3 6 ) (1 2 ,9 6 1 ,0 3 6 ) (1 2 ,9 6 1 ,0 3 6 ) (4 2 ,1 0 3 ,2 7 4 )

1 2 .ENDING RESERVE t  ( 5 , „ 3 , 8 7 5 ) 1 (1 8 ,9 5 4 ,9 1 1 ) » (3 I.9 J 5 .9 « 7 » 1 (4 4 ,8 7 6 ,9 8 3 ) 1 (4 4 ,8 7 6 ,9 8 3 )

11462
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EXHIBIT I I . 3 (c o n t ’ d)

STATE OF SOUTH CAROLINA

RESERVE ACCUHLUATION

DENTAL FLAN JAN 1, 1989 -  DEC 31, 1989

(PROJECTED)

PLAN TEAR
1 /8 9  -  3 /89 4 /8 9  -  6 /8 9 7 /8 9  -  9 /89 10/89  -  12 /89 TOTAL

1 . BEGINNING RESERVE t  1 0 ,0 9 1 ,7 9 2 t  1 2 ,011 ,27 1 I  1 3 ,3 6 7 ,9 5 2 $ 1 4 ,7 2 4 ,6 3 3 1 1 0 ,0 9 1 ,7 9 2

2 . CONTRIBUTION INCOME

A. EMPLOYER 4 ,8 0 7 ,8 2 2 4 ,7 2 8 ,9 6 3 4 ,7 2 8 ,9 6 3 4 ,7 2 8 ,9 6 3 1 8 ,9 9 4 .7 1 1

B. EMPLOYEE 2 ,5 0 8 ,0 0 4 2 ,4 8 1 ,5 8 5 2 ,4 8 1 ,5 8 5 2 ,4 8 1 ,5 8 5 9 ,9 5 2 ,7 5 9

C . TOTAL 7 ,3 1 5 ,8 2 6 7 ,2 1 0 ,5 4 8 7 ,2 1 0 ,5 4 8 7 ,2 1 0 ,5 4 8 2 8 ,9 4 7 ,4 7 0

3 . INVESTMENT INCOME 138,499 207,749 207 ,7 4 9 207 ,7 4 9 7 6 1 ,746

4 . OTHER INCOME 0 0 0 0 0

5 . TOTAL INCOME 7 ,4 5 4 ,3 2 5 7 ,4 1 8 ,2 9 7 7 ,4 1 8 ,2 9 7 7 ,4 1 8 ,2 9 7 2 9 ,7 0 9 ,2 1 6

6 . CLAIMS PAID 5 ,2 2 5 ,0 6 6 5 ,7 5 0 ,0 0 0 5 ,7 5 0 ,0 0 0 5 ,7 5 0 ,0 0 0 2 2 ,4 7 5 ,0 6 6

7 . PREMIUM TO HMO 0 0 0 0 0

8 . ADMINISTRATIVE EXPENSES 309,780 311,616 311 ,616 311 ,6 1 6 1 ,2 4 4 ,6 2 8

9 .  OTHER DISBURSEMENTS 0 0 0 0 0

1 0 . TOTAL DISBURSEMENTS 5 ,5 3 4 ,8 4 6 6 ,0 6 1 ,6 1 6 6 ,0 6 1 ,6 1 6 6 ,0 6 1 ,6 1 6 2 3 ,7 1 9 ,6 9 4

1 1 . RESERVE CHANGE 1 ,9 1 9 ,4 7 9 1 ,3 5 6 ,6 8 1 1 ,3 5 6 ,6 8 1 1 ,3 5 6 ,6 8 1 5 ,9 8 9 ,5 2 2

1 2 . ENDING RESERVE I  12 ,0 1 1 ,2 7 1 I  1 3 ,3 6 7 ,9 5 2 1 1 4 ,7 2 4 ,6 3 3 t  1 6 ,0 8 1 ,3 1 4 1 1 6 ,0 8 1 ,3 1 4
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STATE OF SOUTH CAROL IMA

RESERVE ACCUHLUATION

MEDICAL AND DENTAL PLAN JAN 1, 1989 -  DEC 31, 1989

(PROJECTED)
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PLAN TEAR
1 /8 9  -  3 /89 4 /8 9  -  6 /8 9 7 /8 9  -  9 /8 9 10/89  -  1 2 /8 9 TOTAL

1. BEGINNING RESERVE J 7 ,3 1 8 ,0 8 3 $ 6 ,0 1 7 ,3 9 6 t  (5 ,5 8 6 ,9 5 9 ) 1 (1 7 ,1 9 1 ,3 1 4 ) 1 7 ,3 1 8 ,0 8 3

2 . CONTRIBUTION INCOME

A. EMPLOYER 4 6 ,3 1 0 ,4 7 2 4 6 ,1 0 9 ,4 7 8 4 6 ,1 0 9 ,4 7 8 4 6 ,1 0 9 ,4 7 8 1 8 4 ,6 3 8 ,9 0 6

B. EMPLOYEE 1 7 ,6 7 9 ,6 5 7 1 7 ,9 4 0 ,9 5 1 1 7 ,940 ,95 1 1 7 ,9 4 0 ,9 5 1 7 1 ,5 0 2 ,5 1 0

C. TOTAL 6 3 ,9 9 0 ,1 2 9 6 4 ,0 5 0 ,4 2 9 6 4 ,0 5 0 ,4 2 9 6 4 ,0 5 0 ,4 2 9 2 5 6 ,1 4 1 ,4 1 6

3 . INVESTMENT INCOME 181,355 272 ,0 3 3 272 ,033 2 7 2 ,0 3 3 9 9 7 ,454

4 . OTHER INCOME 0 0 0 0 0

5 . TOTAL INCOME 6 4 ,1 7 1 ,4 8 4 6 4 ,3 2 2 ,4 6 2 6 4 ,3 2 2 ,4 6 2 6 4 ,3 2 2 ,4 6 2 2 5 7 ,1 3 8 ,8 7 0

6 . CLAIMS PAID 6 0 ,3 3 1 ,9 3 4 7 0 ,8 8 2 ,1 9 3 7 0 ,8 8 2 ,1 9 3 7 0 ,8 8 2 ,1 9 3 2 7 2 ,9 7 8 ,5 1 3

7 . PREMIUM TO HMO 2 ,6 5 8 ,2 2 3 2 ,5 0 1 ,8 1 4 2 ,5 0 1 ,8 1 4 2 ,5 0 1 ,8 1 4 1 0 ,1 6 3 ,6 6 5

8 . ADMINISTRATIVE EXPENSES 1 ,8 0 2 ,2 3 7 1 ,8 6 3 ,0 3 3 1 ,8 6 3 ,0 3 3 1 ,8 6 3 ,0 3 3 7 ,3 9 1 ,3 3 6

9 . OTHER DISBURSEMENTS 679 ,777 679 ,777 679 ,777 6 7 9 ,7 7 7 2 ,7 1 9 ,1 0 8

1 0 .TOTAL DISBURSEMENTS 6 5 ,4 7 2 ,1 7 1 7 5 ,9 2 6 ,8 1 7 7 5 ,9 2 6 ,8 1 7 7 5 ,9 2 6 ,8 1 7 2 9 3 ,2 5 2 ,6 2 2

1 1 .RESERVE CHANGE (1 ,3 0 0 ,6 8 7 ) (1 1 ,6 0 4 ,3 5 5 ) (1 1 ,6 0 4 ,3 5 5 ) (1 1 ,6 0 4 .3 5 5 ) (3 6 ,1 1 3 ,7 5 2 )

12.EMDIN6 RESERVE 1 6 ,0 1 7 ,3 9 6 J (5 ,5 8 6 ,9 5 9 ) 1 (1 7 ,1 9 1 ,3 1 4 ) > (2 8 ,7 9 5 ,6 6 9 ) 1 (2 8 ,7 9 5 ,6 6 9 )
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SECTION I I I

ALTERNATIVES

INTRODUCTION

The State of South Carolina w ill need to address the current fina nc ia l s itu ­

ation as discussed in Sections I .  and I I .  For calendar year 1989, an increase 

in revenue or decrease in expenses of $28.8 m illio n  is projected to keep the 

combined medical - dental program solvent. For the same period, $64.3 m illio n  

is  projected to keep the program solvent and establish reserves.

I t  is  too early  to pred ict 1990 with any degree of p rec is ion . I t  appears, 

however, tha t an increase (fo r 1989 and 1990 combined) of $121.5 m illio n  w ill 

be needed to  meet expenses thru December 31, 1990. In order to  cover expenses 

and estab lish necessary reserve ta rge ts , a combined increase o f $159.1 m illio n  

w il l  be needed.

The purpose of th is  Section is to ou tline  possible a lte rna tives  and a p re lim i­

nary estimate of th e ir  financ ia l impact. These and other a lte rna tives  w ill be 

explored in more de ta il during Phase 2 of the Study. That Phase w il l  address 

the fe a s ib i l i ty  and ra tiona le  of each change. Note tha t medical and dental 

are combined in p ro jecting  the budgetary needs. I f  funds can be combined, the 

overfunded coverage's surplus can be used to o ffse t a d e f ic i t  s itua tion  in the 

other coverage.

11467
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1

I POSSIBLE CHANGES EFFECTIVE
1

JULY 1, 1989

1
Possible changes include the fo llow ing:

1 A lte rna tive  A

1 Concept: Defer the HIAA update of allowances as reasonable and customary
I medical claims to an annual update.

1
Impact: $1.1 m illio n  in 1989

1
$2.6 m illio n  in 1990

1
A lte rna tive  B

1

Concept: Use 80% of HIAA as the maximum reasonable and customary expense.

1
Impact: $.8 m illio n  in 1989

1
$1.8 m illio n  in 1990

■

I
A lte rna tive  C

1
Concept: Update COBRA rates to re fle c t current expense levels (subject to

1 legal requirement that rates are guaranteed fo r 12 months).

0 Impact: $.2 m illio n  in 1989
1 $.4 m illio n  in 1990

1 A lte rna tive  D

1 Concept: Implement mandatory u t i l iz a t io n  review program fo r a ll non-emergency
1 hospital admissions including p re c e r t if ic a t io n , concurrent review

0
and large case management.

1
Impact: $1.4 m illio n  in 1989.

0 $3.3 mi 11 ion in 19901 ( re la t iv e ly  low due to s h if t  from inp a tien t to outpatient and doctor
o ff ic e  expense).

■ 114681 TH E  f y t i f f g / f  C O M P A N Y --------------------------------------------------------------- ----------- ---------------------------
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A l t e r n a t iv e  E

Concept: Use carve-out coordination of benefits fo r re tirees e lig ib le  fo r 
Medicare.

Impact: $2.1 m illio n  in 1989
$6.3 m illio n  in 1990
(re la t iv e ly  low due to underlying Base Plus Comprehensive type of 
coverage).

A l t e r n a t iv e  F

Concept: Introduce co-payments.

o Doctor's o ff ic e  v is i t  
o Outpatient hospital 
o Emergency room 
o Emergicenter 
o Additional hospital 

deductible o f

$10
$75
$25
$25

$50 ( i  .e ., $200 t o t a l )

Impact: Savings 
(in  Mil 1ionsj

W7989

0 Doctor's o ff ic e  v is i t $ 3.7
0 Outpatient hospital 3.0
0 Emergency room 0.9
0 Emergicenter 0.5
0 Hospital deductible 0.7

Total $ 8.8 $20.8

11163
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POSSIBLE CHANGES EEEECTIVE

JANUARY 1 ,  1990

There are additional changes that can be considered. Some of these work best 

in certa in  combinations with other changes. The cumnulative e ffe c t of savings 

is  not simply the addition o f the a lte rna tives  savings. Some of these changes 

are a s ig n if ic a n t departure from the current plan and require considerable 

research and discussion p rio r to reaching any conclusions as to  fe a s ib i l i t y .

A l t e r n a t iv e  G

Concept: Change to Basic Comprehensive coverage w ith deductibles and 
coinsurance.

Impact: To be determined during Phase 2.

A l t e r n a t iv e  H

Concept: In addition to A lte rna tive  G, use carve-out coverage fo r re tiree s  
e lig ib le  fo r  Medicare.

Impact: To be determined during Phase 2.

A l t e r n a t iv e  1

Concept: Tighten underwriting rules re lated to la te  en tran ts , evidence of 
in s u ra b il i ty ,  preexisting cond itions, e tc .

Impact: To be determined during Phase 2.

11470
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1
A lte rna tive  J

■

1
Concept: Increase employee co n trib u tio n s .

1
Impact: For Each $10 Increase 1990

in Monthly Contribution Savings1
Employee $ 7.5 m ill ion
Employee and Spouse 1.3 m illio n

1 Employee and Children 3.3 m il l  ion
8 Fu ll Family 2.5 m illio n

1 Total $14.6 mi 1 lion

1 A lte rna tive  K

■
Concept: Reevaluate p ric ing  among active employees, re tirees under 65 and

1 re tiree s  age 65 and over.

1 Impact: Could be revenue neutral but would be more equitable s truc tu re .

1
A lte rna tive  L

■

■
Concept: Reevaluate Plan A vs. Plan B p ric in g .

1
Impact: Could be revenue neutral but would be more equitable s tru c tu re .

1
A lte rna tive  M

1
Concept: Reevaluate pric ing  by fam ily t ie r .

1
Impact: Could be revenue neutral but would be more equitable s truc tu re .

1 A lte rn a tive  N

1 Concept: Implement Preferred Provider Organization (PPO) or other Managed
■ Care Approach.

1
Impact: S ign ifican t savings in provider discounts are possible i f  plan

design and contro ls address u t i l iz a t io n .
1  1

--------  T H E  C O M P A N Y . 11471
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CONCLUSION

E X H IB IT
APR 1 3  1989 no. 1 
STATE 8UDGET & CONTROL BOARD

South Carolina has numerous a lte rna tives  ava ilab le . Some of the a lte rna tives  

lend themselves to immediate implementation while others w i l l  require a phased 

approach. We are pleased to  assist the Budget and Control Board in the 

completion of th is  assignment and we look forward to the on-going success of 

the program.
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