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Guest Editorial  by Joe Navarro

Rock the New Year in 2015
We have experienced and learned a lot since 

the passage of the Affordable Care Act. 
Think about what your agency has gone through 
the past five years. Now combine all of that with 
the tsunami of change dramatically affecting buy-
ing patterns of your prospective clients. What we 
have are the ingredients for managed chaos and 
as more and more of you are realizing a ground-
swell of opportunity. What I hope happens as a re-
sult of you reading this article is for you to under-
stand the paradigm shift in our industry and that 
your best response right now is to take action. 

Think of a paradigm shift as a change from 
one way of thinking to another. It’s a revolu-
tion, a transformation -- a sort of metamor-
phosis. It just doesn’t happen, but rather, it is 
driven by agents of change.

What you need to answer as you plan for 
the New Year. “How are we set up to respond 
to the needs of a new market?”  And “What 
does success look like today?”

Call to Action
Take the time to analyze and discuss why you 
do things a certain way and what sets you apart. 
Once you better understand who you are, you 
can determine what you need to be doing to 
serve more clients: 
•  Become Mobile Friendly: 91% of Smart Phone 

users (prospective clients) have their phone 
within arm’s reach 24/7 and 67% of consumers 
said they’re more likely to make a purchase if a 
website is mobile friendly. Are you on their radar?

•  Build the capacity in your agency to embrace 
change: Complaining or hoping we go back to 
the way it used to be is a waste of your time. 

•  Offer a package of services:  Consumers today 
want you to go beyond the product. If you are 
marketing them a small group policy, provide a 
tool to help them with their census gathering. 
If you sold an ancillary product, give them a re-
source to find the providers in their area (on-line 
capabilities are most valued) so when they are 
deciding whom to go to you look like a rock star. 

•  Always make the process for sales and mar-
keting about your customer: Live by the “O5M 
Rule” and construct your message so that 
your opening five minutes is all about them. 

•  Develop a blog for your website: By adding a 
blog you will enhance your brand visibility and 
increase your chances of being noticed. You 
can get a little more creative with your mes-
sage. Check out the new blog hemisphere at 
places like blogger.com, wordpress.com or 
squarespace.com. You will be surprised and 
excited about the possibilities.

•  Engage them with video: Today’s consumer 
expects your website and/or blog to offer pow-
erful visual content, particularly videos. Videos 
are a more engaging way of getting your mes-
sage out and are great for mobile users.

•  Get on the technology Train: What’s a market-
ing technologist? You’ll hear this important term 
more and more as we traverse our new market. 
Marketing is moving faster because of technol-
ogy and to stay ahead you will want to ensure 
you are on board the technology train. (Wanted 
Gen Y for Successful Insurance Agency).

•  Avoid clutter: Keep your message short, fo-
cused and simple. There is too much noise 
out there already.

•  Provide the ideal customer experience: The 
ideal customer experience today is best de-
fined as being recognized, listened to, valued, 
and cared for. Consumerism is king, and your 
prospective clients know it.

•  Engage customers on numerous touch points: 
The Sales Funnel has changed. Every day, 
customers are absorbing information by tap-
ping into a variety of technological devices, 
and they have a desire to engage with you 
through these numerous touch points. They 
are educated, connected, and impatient, and 
have keen B.S. radars. They expect you are lis-
tening on every channel. You need to have a 
presence. They demand a real-response and 
they want it fast.

•  Escape from a sea of sameness: Clearly spell 
out who you are, what you do, and why they 
should buy from you; define your differentia-
tor. Then make sure everyone on the team is 
singing the same tune.

•  Stay in touch: In a recent well-known benefits 
survey, more than 50% of decision makers 
surveyed said they would like to hear from 
their broker about benefits and compliance 
issues on a monthly basis. 

•  Use Chatting:  More businesses are offering chat 
as an online option to ask questions and discuss 
issues. This will allow you to interact with more 
people in real time, and stay connected while en-
hancing your customer experience.

•  Respond to the Needs of Boomers: For years 
to come, the Boomer will be at the epicenter 
of household, financial, health-care and other 
decisions for his own family, his boomerang 
adult kids who’ve moved back in, and his se-
nior parents, who’ve also moved in. How are 
you positioned to respond to this opportunity?

•  Retain Customers: Your Buzz Factor. It makes 
good business sense that a transaction does 
not end when the check is cashed. In fact, it’s 

only the beginning. Your customer needs to 
consistently be shown that they are still rele-
vant when the transaction is complete, or they 
will find someone else to take care of them. 
Post-sale service should be pursued with as 
much vigor as the original sale was.

•  Do Data Mining: Generally speaking, data 
mining is the process of collecting information 
about your clients from different sources and 
analyzing it to paint an accurate picture of who 
they are. The more points of data you are able 
to collect, the clearer a picture you can create. 
With this information, you can focus your ef-
forts on the specific areas that will help you 
improve and grow your success. 

•  Get Mobile: Mobile will dominate. I said it at 
the opening of this article. In the few minutes 
since you read that, it became even more im-
portant, so I will say it again. What’s your mo-
bile presence look like? 

•  Stop talking about how much experience you 
offer, at least in your opening words: It does 
count, but what matters most today is what 
you can do for your clients now. Open the door 
to a relationship by showing them it is about 
them    then let all the experience in.

•  Deliver More:  Always go beyond what you 
promised to deliver.

•  Read a book on creativity and share it with 
your team: The truly great salespeople are 
the most creative and it’s true that creativity 
can be learned! As a valued insurance agent, 
consumers need you. Imagine the impact of 
your marketing efforts if you could market your 
message in ways that separate you from the 
crowd. Creative sales and marketing strate-
gies will push you over the top — get your en-
tire team into a creativity fix.

•  Be a Social Marketer: Get more informed about 
where your audiences spend time. Dig deeper 
into customization and personalization strate-
gies on social channels that are working best 
for your audiences.

I acknowledge you are all different. You have 
reached your respective levels of success using 
an approach, tools and techniques that work best 
for you and your clients. That’s why I am offering a 
menu of ideas. You choose what works for you in 
this new market. In closing, stay agile and remain 
a student of the game. By continuing to search 
out new knowledge and creatively marketing your 
message you will find the success you are work-
ing so hard to achieve. Be Brilliant. q
––––––––––
Joe Navarro, marketing director, Warner Pacific 
Insurance Services.
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      Type     Mkt.  Comm.
  Ratings Product SPDA Initial Guar. Bailout  Val. Min. Street
Company Name Bests Fitch S&P (Qual./Non-Qual.) FPDA Interest Period Rate Surrender Charges (y/N) Contrib. (May Vary)

American Equity  A-  BBB+  ICC13 MYGA (Guarantee 5) (Q/NQ) S 2.25%* 5 yr.  None  9%, 8, 7, 6, 5, 0  Yes  $10,000 (Q) & 3.00%, age 0-75 &
            $10,000 (NQ) 2.10%, age 76-80**
    ICC13 MYGA (Guarantee 6) (Q/NQ)  S  2.45%*  6 yr.  None  9%, 8, 7, 6, 5, 4, 0  Yes  $10,000 (Q) &  3.00%, age 0-75 &
            $10,000 (NQ)  2.10%age 76-80**
    ICC13 MYGA (Guarantee 7) (Q/NQ) S  2.70*% 7 yr. None  9%, 8, 7, 6, 5, 4, 3, 0  Yes  $10,000 (Q) &  3.00%, age 0-75 &
            $10,000 (NQ) 2.10%, age 76-80**
      *Effective 10/1/14. Current interest rates are subject to change on new issues. **Commission may vary by issue age and state. See Commission Schedule for details

.
American General Life A A A+ American Pathway S  5.00%*  1 yr.  None  10%, 9, 8, 7, 6, 5, 4, 3, 2, 1, 0  Yes  $5,000 (NQ)  4.00% age 0-75
Insurance Companies     Fixed MYG 10 Annuity (Q/NQ)        2.20% age 76-80
                    **CA Rates Effective 10/13/14. First year rate includes 3% interest bonus   1.70% age 81-85

American General Life  A A A+  American Pathway F 4.05%*  1 yr.  None  8%, 8, 8, 7, 6, 5, 3, 1, 0  No $5,000 (NQ)  2.20% age 0-75
Insurance Companies     Flex Fixed 8 Annuity (Q/NQ)       $2,000 (Q) 1.70% age 76-80
                                                                                                                                                                                                 *CCA Rates Effective 10/13/14. Includes 2.00% 1st year bonus, 140% base rate subsequent years. 1.20% age 81-85
 
American General Life A A A+ American Pathway Fixed S 6.00%* 1 yrs.  None  9%, 8, 7, 6, 5, 4, 3, 2, 1, 0  Yes  $5,000 (NQ) 2.75% age 0-75
Insurance Companies     MVA 9 Plus Annuity  (Q/NQ)        1.70% age 76-80
                             *CA Rates Effective 10/13/14. First year rate includes 4.0% bonus 1st year.   1.20% age 81-85

 
American General Life A  A  A+ American Pathway Select S 2.15%*  10 yrs.  None 10%, 9, 8, 7, 6, 5, 4, 3, 2, 1 Yes $5,000 (NQ) 1.20% age 0-80 (5 yr.)
Insurance Companies    MVA 10 Annuity  (Q/NQ)       $5,000 (Q)      .90% age 81-85 (5 yr.)

             2.50% age 0-80 (7 yr.)
             1.75% age 81-85 (7 yr.)

             2.00% age  0-80 (10  yr.)
           *CA Rates Effective   10/13/14 1.20% age  81-85 (10  yr.)

Genworth Life & A A-  A- SecureLiving Rate Saver S 2.55%* 7 yrs. None 9%, 8, 7, 6, 5, 4, 3 Yes $25,000 (NQ) Varies 0-85
Annuity Insurance Co.       2.20% 5 yrs. None 9%, 8, 7, 6, 5, ,0  *Effective 11/26/14. Based on $250K or more. 

Great American Life A A+ A+ SecureGain 5 (Q/NQ) S 1.95% 5 yrs. N/A 9%, 8, 7, 6, 5 Yes $10,000  2.50% 18-80 (Q),
             0-80 (NQ)  
Effective 7/30/14. Includes .25% first-year bonus and is for purchase payments over $100,000. Escalating five-year yield is 1.95%. For under $100,000 first-year rate is 1.85%. Escalating rate five-year yield 1.85%.  1.50% 81-89 (Q&NQ)

Great American Life A A+ A+ SecureGain 7 (Q/NQ) S 2.40% 7 yrs. N/A 9%, 8, 7, 6, 5, 4, 3 Yes $10,000  3.50% 18-80 (Q),
             0-80 (NQ)  
Effective 7/30/14.. Includes 1.00% first-year bonus and is for purchase payments over $100,000. Escalating seven-year yield is 2.29%. For under $100,000 first-year rate is 2.30%. Escalating rate seven-year yield 2.19%.  1.50% 81-85 (Q&NQ) 
   
Great American Life A A+ A+ Secure American (Q/NQ) S 1.40%* 1 yr. N/A 9%, 8, 7, 6, 5, 4, 3 No $10,000 5.75% 0-70
             4.65% 71-80         
    *Effective 7/30/14.. Eff. yield is 2.42% based on 1.40% first year rate, 1.00% available portion of 10% annuitization bonus (available starting in contract year two) and 0.02% interest on available portion of bonus at the rate of 1.40%.  4.40% 81-89 
       Surrender value interest rate 1.40%. Accepts additional purchase payments in first three contract years. COM12255

Jackson  A+  AA AA Bonus Max (Q/NQ) F 3.20%* 1 yr.  None 8.25%, 7.25%, 6.50%, 5.50%, Yes $5,000 (NQ) 6.00% 0-80
Insurance Company.           3.75%, 2.75%, 1.75%,0.75%**  $5,000 (Q) 3.00% 81-85
             1.50% 86-90
                    *Effective 10/6/2014. The first year interest rate includes any first year additional interest, if applicable. Interest rates in subsequent years will be 

less. **Each premium payment, including any subsequent premiums, is subject to the withdrawal charge scheduled as detailed.

 
The Lincoln  A+ AA AA MYGuarantee Plus 5 S 1.75* 5 yr. None 7%, 7, 6, 5, 4, 0 Yes $10,000 (Q/NQ)
Insurance Company                                                        **Rates Effective 12/1/14 for premium less than $100,000 and are subject to change

The Lincoln  A+ AA AA MYGuarantee Plus 7 S 2.15* 7 yr. None 7%, 7, 6, 5, 4, 3, 2, 0  Yes $10,000 (Q/NQ)
Insurance Company                                                       **Rates Effective 12/1/14 for premium less than $100,000 and are subject to change.

North American Co. A+  AA-  A+ Boomer Annuity (Q/NQ) F 6.57%* 1 yr. None 15%,14,13,12,11,10,8,6,4,2 Yes $2,000 (Q) 7.00% (0-75)
for Life and Health            $10,000 (NQ) 5.25% (76-80)

* 6.57% First Year Yield reflects a 5% Premium Bonus in years 1-5, annuitization bonus after year 10. Penalties are waived at death. This yield assumes no withdrawals. The Interest Rate is based on current rates as of 10/14/14 and is subject to change.

Reliance Standard A+  A+ Eleos-MVA S 2.85%* 1 yr. None 8%, 7, 6, 5, 4 Yes $10,000 3.25%**
*Effective 6/9/14. Includes 1.00% 1st yr. bonus. Min. guarantee is 1.00%. **Reduced 20% ages 76-80, and 40% ages 81-85

Reliance Standard A+  A+ Apollo MVA (Q/NQ) S 4.30%* 1 yr.  None 9%, 8, 7, 6, 5, 4, 2  Yes $5,000 4.00% to age 75**
Includes 2.00% 1st yr. bonus. Min. guarantee 1.00% **Reduced 20%, ages 76-80, and 40% ages 81-85. Effective 6/17/14 

Symetra Life, Inc. A A+ A Custom 7 (Q/NQ) S 2.70%* 7 yrs. N/A 8%, 8, 7, 7, 6, 5, 4, 0 No $10,000  Varies
*Effective 12/8/14.  2.20% base rate with no guaranteed return of purchase payments. Plus 0.50% bonus for $250,000 and above.

Annuity Sampler December 1, 2014
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2015
HSA
SURVEY
PART I



1.  What are the primary services you 
offer as part of your HSA product?

Aetna: Compatible high deductible medical plan, HSA administration, 
HSA investment services.
Blue Shield: Blue Shield offers an integrated eligibility and claims 
experience for clients that choose an Account Based Health Plan (i.e., 
Health Plans wrapped with an HSA, HRA or FSA account).
Cigna: Cigna Choice Fund health savings account (HSA) is an integrated 
HSA, combining the plan’s entire healthcare and financial management 
features into one easy-to-use healthcare product. It includes several 
features, such as health coaching, medical and HSA claim capabilities, a 
diverse range of mutual fund choices, employee education, and medical 
and pharmacy cost transparency tools, hospital quality comparison tools, 
and online gamified health risk assessments.
HSA Bank: As part of our HSA product, HSA Bank offers access to 
myHealth Portfolio - an online dashboard with bill-pay and expense 
tracking features - through our Member Website and a mobile app for 
account management on the go. Members can also invest HSA funds 
with self-directed investment options through the Member Website. 
HSA Bank’s Business Relation team offers education, implementation, 
communication, and enrollment support to brokers and their employer 
groups.
Kaiser Permanente’s HSA product offers high-quality care through our 
integrated delivery system supported by a suite of resources and support 
tools that allow members to estimate costs and calculate HSA savings. 
Members can schedule appointments, view immunization status, receive 
lab results and communicate with their physician online, saving time and 
money.
The HSA administered through Kaiser Permanente provides account 
holders with a number of convenient services including: a Kaiser 
Permanente Health Payment (debit) card to access funds at the point 
of care; online account and health plan management via kp.org; a 
mobile application, and a dedicated customer service line. Mutual fund 
investment options and a waived monthly administrative fee also are 
available with a minimum account balance. 

Sterling: Sterling Health Services Administration offers education, 
implementation and account management services through personal 
sales and service teams, as well as online for brokers, employers and 
accountholders. Among our primary services are HSA education, 
enrollment assistance, a review of the EOB, bill paying, record 
keeping, scanning and archiving of bills, receipts, and other critical 
information in case of an IRS audit. We are the only administrator to 
negotiate payment plans on behalf of our clients. We also offer options 
for self-directing investments and flagging expenses submitted as 
qualified and non-qualified for HSA distribution. Our online services 
include online enrollment, banking, account transaction information, 
and the ability to make changes to the HSA account. Sterling mobile 
web users can also check account status, make contributions and 

disbursements and submit photo receipts to substantiate a debit card 
purchase or for pending claim documentation. Among the Sterling 
services valued most by our HSA accountholders, online services are 
at the top of the list.

We offer educational materials and services in English and Span-
ish. Our trans-created Spanish website includes HSA online enroll-
ment for individuals and employer groups. Our forms and collateral 
have also been trans-created for clients who prefer Spanish and we 
have many Spanish bi-lingual customer service representatives to 
help them.
UnitedHealth Group: United is the largest provider of consumer-
driven health plans in the country with 6.3 million members enrolled in 
consumer-driven health plans that incorporate a health savings account 
or health reimbursement.

Additionally, UnitedHealth Group uses its own financial institution, 
Optum Bank, for its HSA program administration. Optum Bank, an 
FDIC-insured financial institution focused solely on health care bank-
ing, is the nation’s largest HSA administrator. Account holders receive 
market competitive interest rates on their deposits, online bill pay-
ment options, and direct debit card access to their accounts. Addi-
tionally, once they get a qualifying account balance, they also can 
invest in a range of highly regarded no-fee, non-proprietary invest-
ment options.

2.  Do you offer an HSA-qualifying high 
deductible health insurance plan?

Aetna: Yes.
Blue Shield: Yes, Blue Shield offers predictable qualified high deductible 
health plans that can be wrapped with a health savings account. However, 
all plans offered on the Individual and family plan (IFP) and small group 
markerts are standardized according to the essential health benefits and 
tiered metallic levels outlined in the Affordable Care Act and Covered 
California.
Cigna: Yes, Cigna offers a full suite of account-based medical plan designs 
that meet the definition of a qualified high deductible plan.
HSA Bank: As an independent bank, HSA Bank can administer health 
savings accounts for any qualified high deductible health insurance plan 
with any carrier.
Kaiser Permanente: Yes, we offer several HSA-qualified deductible plans 
for individuals, families and groups. Members enrolled in these plans have 
access to the same network of providers as with all our plans through our 
integrated health care delivery system.

Sterling: As an independent HSA administrator, Sterling can work with all 
HSA compatible plans — fully insured and self-insured
UnitedHealthcare: Yes. UnitedHealthcare offers several HSA 
qualified HDHPs.  In addition to administering the medical plan, 
UnitedHealthcare offers a wide variety of Health care services, tools 
and tips for its Health customers.
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W elcome to our annual HSA Survey. We asked the top companies 
in the state essential questions about coverage and services 
that affect you, the broker. Read on to find out which plans will 

work best for you and your clients. Look For Part II of Our Annual HSA 
Survey in the February 2015 Edition.



12  CALIFORNIA BROKER visit us at www.calbrokermag.com JANUARY 2015

3.  Are you providing a health spending 
arrangement or a savings vehicle?

Aetna: Yes.
Blue Shield: Our clients and members can choose to have an integrated 
HSA model or a stand-alone HSA bank account. Both options promote pre-
tax deposits and after-tax deposits; when the member reaches a certain 
dollar amount, he/she can choose to invest the savings in mutual funds
Cigna: Cigna has an extensive offering of consumer products that include 
an HSA, HRA, healthcare flexible spending account, dependent care 
flexible spending account, and incentive health reimbursement accounts 
(Healthy Awards).
HSA Bank: For spenders, the health savings account is an easy and tax-
advantaged way to save and pay for healthcare costs before and after the 
deductible is met. For savers, an HSA is a great way to build savings for 
retirement.

Kaiser Permanente offers several options to employers and their 
employees who are interested in managing and controlling their health 
care costs and spending with our Health Payment Accounts. Options 
include a health savings account (HSA), a medical or dependent care 
flexible spending account (FSA), and several health reimbursement 
arrangements (HRA).
All account types offer employees:
•  Convenient access to their health plan and Health Payment Account 

via kp.org
•  Convenient payment or reimbursement options
•  On the go account access via our mobile apps
•  Dedicated customer support
Employers get the benefits of an easy transition onto the Kaiser 
Permanente health plan and associated Health Payment Account of their 
choice as well a library of communication tools to help with employee 
education before and after enrollment. Employers also have access to an 
online portal and a dedicated support team to help manage their account.
Sterling: Yes. In addition to HSAs, Sterling also provides administration 
services for HRAs, FSAs, POPs and COBRA. All of our product offerings 
include the appropriate compliance services, such as ERISA Wrap, Form 
5500 filing, and non-discrimination testing to ensure that clients are in 
compliance with regulations. We offer many compliance services required 
under PPACA as well. Members of our dedicated Compliance Department 
are credentialed through the Certified in Flexible Compensation Program 
sponsored by the Employer’s Council on Flexible Compensation. Our 
entire sales team completed the NAHU Healthcare Reform Certification 
Course and all members are Certified Professionals ready to help with 
compliance issues under PPACA.
UnitedHealthcare: Both UnitedHealthcare offers both HSA and HRA 
plans.  We also have a new product feature that takes an HRA from a 
spending arrangement to a savings vehicle by attaching a Retiree 
Reimbursement Account to the employer’s plan.

4.  What size employee group is the HSA 
available for?

Aetna: All sizes of groups.
Blue Shield: We offer qualified HDHP to be used with an HSA for all 
markets, including individual and family, small groups, midsize groups, 
and large groups (300+ employees). All plans on the IFP and small group 
market comply with ACA requirements.
Cigna: Our HSA product is available for employers with 50 or more 
eligible employees.
HSA Bank: We work with employee groups of all sizes with no minimum or 

maximum number of participants. Our HSA is also available to individuals 
not connected to an employer group.
Kaiser Permanente: Our HSA-qualified deductible plans are available to 
all group sizes. We also offer these plans to individuals and families. 
Sterling: We work with groups of all sizes, including large, medium and 
small companies, nonprofits and unions. We also work with individuals, 
many of whom sign up for our HSA online.
UnitedHealthcare: We offer HSAs to employers with two or more 
employees.  We also have an individual policy with an HSA.

5.  Is your management team 
experienced in health insurance, 
financial services, or both?

Aetna: Health insurance.
Blue Shield: Blue Shield’s management team is experienced in 
healthcare services, but works closely with our preferred vendors—Health 
Equity, which provides the integrated model; and Wells Fargo, for stand-
alone accounts.
Cigna: Both, including through highly skilled sales managers. 
HSA Bank: Both. HSA Bank’s management team and national sales 
force is highly experienced in health insurance and financial services as 
well as consumer directed healthcare. David Drzymkowski, the Regional 
Vice President -- California & Hawaii, has held his insurance license since 
1988.
Kaiser Permanente: Our management team is experienced in both 
health insurance and consumer-directed health care financial accounts 
such as the health reimbursement arrangement (HRA), health savings 
account (HSA) and flexible spending account (FSA).
Sterling: Yes. Our executive, sales, benefits and compliance teams 
have extensive experience in health insurance, healthcare financing and 
consumer directed account management to support our clients during 
benefit design, enrollment and long-term management of their accounts 
with us.
UnitedHealthcare: Both, UnitedHealth Group is unique in that we own 
our own bank, Optum Bank, so we have a very experienced management 
team in both health insurance and financial services

6. Do you provide training for 
brokers about HSAs?

Aetna: Our sales teams are knowledgeable on HSAs and can answer any 
questions that brokers/members may have.
Blue Shield: Yes, Blue Shield provides a continuing education seminar 
on HSAs to our IFP brokers periodically. Brokers also have access to 
educational programs and tutorials through Health Equity and Wells Fargo 
Websites: http://www.healthequity.com/BSCemployeeEd https://www.
wellsfargo.com/com/retirement-employee-benefits/hsa/broker-sales-
support.
Cigna: Cigna provides consumerism education on products including the 
HSA to brokers via forums and through highly skilled sales managers.
HSA Bank: Yes. Our Business Relations department is ready to answer 
your questions at (866) 357-5232 or businessrelations@hsabank.
com<mailto:businessrelations@hsabank.com>. Ask us for Webinars, 
Lunch & Learns, CE Courses or Brainshark on demand presentations on 
a variety of HSA topics. 
Kaiser Permanente provides a variety of support and training for our 
brokers. Through brokernet.kp.org, brokers can find tools and information 
to help them sell our plans and support their clients. Kaiser Permanente 
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also has dedicated teams to help brokers with questions on the HSA, 
commissions, membership, billing, and other services.
Sterling: Yes, Sterling offers a variety of training options, including CE 
courses, webinars, “lunch and learn” meetings for large regional brokerage 
groups, and individual sessions pairing Sterling account representatives 
with brokers and consultants
UnitedHealthcare: Yes, we have an online broker portal that provides 
educational information about all of our products and services.  Optum 
Bank’s training materials are regarded throughout the industry as best 
in class.

7.  What commissions are paid 
to brokers and when?

Aetna: Standard commission levels, monthly.
Blue Shield: Blue Shield does not pay commissions for HSAs because we 
administer the HDHP.
Cigna: Cigna pays its standard commissions for HSA sales. 
HSA Bank: We recognize the important role you play in our success. To 
show our appreciation, we created a producer recognition program that 
rewards brokers on three levels beginning at 10 HSAs. For more info, visit 
hsabank.com.
Sterling: We pay commissions quarterly for our HSA business for all new 
and renewing groups. The commissions are based on our fees. We also 
pay commissions on many other product lines offered by Sterling.
Kaiser Permanente: Brokers are paid the standard medical commissions 
for all of our HSA-qualified deductible plans within 60 days after the sale.
Sterling HSA: Yes, we provide online enrollment for individuals who 

are part of employer groups, individuals seeking a HSA administrator 
on their own, and for employer groups to manage the HSA enrollment 
of employees. Sterling account enrollment and management forms are 
also available on our Website at www.sterlinghsa.com in a fill-able PDF 
format to download, complete, and email or mail to Sterling. Our online 
enrollment and paper forms are available in English and Spanish.
UnitedHealthcare: United Healthcare’s standard commission schedules 
and payment processes apply to the CDH products.

8.  Are electronic enrollment forms 
accessible through your Website?

Aetna: Yes.
Blue Shield: Enrolling online eliminates the need to complete and mail 
in paper enrollment forms, provides an efficient enrollment process that 
is accurate and secure, and delivers immediate enrollment confirmation 
to employees. During the Blue Shield group installation for our integrated 
program, the client will be seamlessly set up with HealthEquity. 
Cigna: Cigna provides an online and paper version of the HSA bank 
enrollment application. Employers can provide online or paper enrollment 
options for their employees.
HSA Bank: Yes. Our dedicated implementation specialists will work closely 
with you through the implementation process to set up the enrollment 
and contribution process that fits best for your employees. Enrollment 
via our electronic file will allow the employer to send their enrollment via 
our standard file format that will be provided to the employer during the 
implementation process. This file will be PGP encrypted and sent securely 
to our FTP/SFTP server. HSA Bank offers a variety of online enrollment 
options for the employer. With our Auto Enrollment File process, employers 



14  CALIFORNIA BROKER visit us at www.calbrokermag.com JANUARY 2015

can easily enroll all HSA-qualified employees in an HSA by uploading a 
Microsoft Excel file. With HSA Bank’s Group Online Enrollment system, 
the employer can easily facilitate the HSA-enrollment process by providing 
their employees with a custom enrollment link to an online application.
Kaiser Permanente: Because the HSA election is managed through 
medical plan eligibility, employees enroll in their medical plan and the 
HSA administered through Kaiser Permanente through their employer’s 
existing enrollment process. Employees then establish and manage their 
health savings account online via kp.org.
Sterling: Yes. We provide online enrollment for individuals who are part 
of employer groups, individuals seeking a HSA administrator on their own, 
and for employer groups to manage the HSA enrollment of employees. 
Sterling account enrollment and management forms are also available on 
our website at www.sterlinghsa.com in a fill-able PDF format to download, 
complete, and email, mail or fax to Sterling. Our online enrollment and 
paper forms are available in English and Spanish.
UnitedHealthcare: HSA enrollment is available through our website.

9.  How do you assist account holders 
with paying medical bills?

Aetna: We provide cost estimator and quality assessment tools.
Blue Shield: With our new account-based platform with Health Equity, 
there are just five simple steps from visit to reimbursement:
1. Member visit to healthcare provider
2. Claims sent to HealthEquity by Blue Shield
3. Automatic notification of responsibility
4. Claim and account information on the same screen
5. Provider paid directly or reimbursement from CDH account
When employees are notified of a claim with member responsibility, they 
just access the Website to process payment and reimbursement. After 
viewing the claim detail, members can choose the action to be taken: pay 

provider, reimburse themselves, or close expense. The medical expense 
payment process is easy and flexible. Members can directly pay a provider 
from their HSA pre-tax account or add an additional external bank 
account; both pre- and post-tax distributions are tracked and housed on 
the member portal for tax reporting purposes.
Cigna: Cigna helps account holders manage their healthcare expenses 
with information, online and mobile comparison tools for researching 
quality and costs of care, decision support tools, ready access to HSA 
funds, and 24/7 customer service availability. Cigna provides real-time 
cost and quality information specific to an individual’s own plan for 
more than 200 procedures performed by specialists, in hospitals and 
in outpatient facilities. The pharmacy price quote tool compares actual 
real time out-of-pocket costs for medications at pharmacies nationwide.  
Cigna’s quality and cost comparison tools were recognized in 2012 by 
InformationWeek as being among the top 10 technology innovations of 
the year.
HSA Bank: We offer myHealth PortfolioSM, where members have a 
self-service, online dashboard that gives them the complete picture of 
their HSA contributions and payments to providers, as well healthcare 
expenses. It puts them in control and shows them the way to make 
informed, health finance decisions. The expense tracker is used to 
organize and store healthcare receipts, medical claims, premiums, 
and important documents in one place. Members can scan in bills and 
receipts from a laptop or take a picture from their mobile device. They can 
decide to pay from their account now, pay later, or store for their records 
- it’s like an electronic “shoebox”. The payment manager makes it easy 
for members to initiate payment from their HSA or a personal account 
for items stored in their Expense Tracker. They can pay medical providers 
through online bill pay or reimburse themselves for healthcare expenses.  
Kaiser Permanente reaches out by phone to new HSA-qualified 
deductible plan members to let them know of the tools and information 
available to support them in health and health plan management. One 



of the key online tools available is called “Estimates.” This tool provides 
personalized medical services cost estimates to help members make cost 
effective and clinically appropriate decisions around their health care.
Members can use their HSA debit card to pay for services due at the point 
of care or online for additional payments that may be due later.
At any time, members can manage their HSA through kp.org. The ability to 
check available balances, request distributions, and manage investments 
supports overall financial management.
Sterling: Sterling reviews the EOB and medical bills for health plan 
discounts to insure that our accountholders do not spend more for a 
healthcare service or product than the insurance company would pay. 
We also alert accountholders when we spot disbursements that do not 
appear to comply with IRS rules.  A number of our clients come to us for 
help with payment plans in the event there are insufficient funds to pay a 
medical bill. This service is especially valuable when our clients are faced 
with unexpected large bills.
UnitedHealthcare: Depending on the type of consumer-driven health 
plan, i.e. HSA or HRA, the options are different.  The HSA offers free bill 
pay through our website.

10.  How does the administrator 
help the accountholder with 
insurance-related questions?

Aetna: Customer service representatives are available by phone and 
through our Website.
Cigna: Cigna offers integrated customer service via our myCigna.com 
website, my Cigna mobile app  and 24/7/365 toll-free telephone service 
from specially trained customer service representatives who respond to 
questions about the customers’ health insurance and the HSA.
Blue Shield: All HDHP-related questions are referred back to Blue Shield.
Kaiser Permanente: has specialized customer service units that respond 
to insurance and financial account questions. In addition, the integrated 
customer service centers provide a comprehensive website that helps 
account holders understand both their medical plan and financial 
accounts.
HSA Bank: Insurance-related questions should be directed to the carrier. 
Sterling: Our multi-lingual customer service representatives are available 
Monday – Friday from 8 am to 6 pm Pacific. Clients and brokers can reach 
us at 800-617-4729 and via e-mail at customer.service@sterlinghsa.com.
UnitedHealthcare: UnitedHealthcare’s Customer Care Professionals 
are available by phone to respond to all insurance and account-related 
questions; a number of resources, including calculators and FAQs, are 
also available online at www.myuhc.com.

11.  Is the administrator integrated 
with the health plan?

Aetna: Yes
Blue Shield: Blue Shield offers a fully integrated experience through our 
partnership with Health Equity. Our new Account Based platform offers 
a completely integrated healthcare experience for both members and 
clients. All accounts are on one platform with integrated enrollment and 
claims information, and flexible contribution models. We will also provide 
clients with an Employer Portal with access in real time to eligibility 
information, contributions, fee payments, and more. Clients will also be 
able to run reports for easy reconciliation.
Cigna: Yes, the HSA is fully integrated with the high deductible health plan.
HSA Bank is an independent bank that provides the health savings 

account working with all HSA-compatible health plans.  
Kaiser Permanente’s integrated care delivery system brings the health 
plan, physicians, state-of-the-art medical centers and pharmacies 
together to improve care, engage members, and manage costs. Our HSA 
solution integrates health plan and HSA enrollment, eligibility, and online 
services to allow for innovative online tools, simplified access to account 
management and comprehensive support for employees in managing 
their health and health care. The HSA administered through Kaiser 
Permanente provides the right care at the right time to promote employee 
health, and it helps members make a personal investment in their health 
and become more accountable for financial health care decisions. 
Sterling: Yes. With Health Expense from Sterling, HSA accountholders can 
connect their health plan explanation of benefits (EOBs) with their HSA, 
HRA or FSA account for an online, carrier-integrated view of medical claims 
and to make payments or reimburse themselves using funds available in 
their Sterling account. This service is available for HSAs, HRAs and FSAs.

It’s also important to note that Sterling is an independent administrator 
available to work with all health plans across the nation.
UnitedHealthcare: Yes, in 2002, UnitedHealth Group chartered 
OptumHealthBank to help advance the growing convergence of 
healthcare and financial services and to give consumers a more 
integrated experience.

12.  Are investment choices limited 
by the administrator?

Aetna: The administrator provides a diverse fund selection by asset 
classes supporting a range of investment objectives.
Blue Shield: Under the Health Equity program, employees can invest their 
HSA dollars directly from the Website after reaching the $2,000 minimum 
balance; investments are on the same, single platform. There are no fees 
to invest and members can access up to 12 different mutual funds and 
each fund prospectus. Tax statements are also available on the Website. 
Wells Fargo has 13 mutual fund options available for investment options.
Cigna: Cigna offers a customized slate of diversified HSA investment 
options currently and HSA Bank beginning in 2015 through JP Morgan 
Chase as part of our Cigna Choice Fund HSA.
HSA Bank: Accountholders can select from two self-directed investment 
platforms based on their unique approach to investing. The Mutual Fund 
selection offers a professionally, pre-selected group of no-load mutual 
funds covering a range of fund families and asset classes. The Direct 
Brokerage option offers stocks, bonds and thousands of mutual funds. 
There’s no minimum HSA balance to begin investing. And, there’s no 
default or proprietary investment based on account balance.
Kaiser Permanente: The HSA administered through Kaiser Permanente 
offers a choice of professionally selected no-load mutual funds and a 
no-fee interest bearing account that employees can invest in when their 
cash account reaches a qualifying minimum balance. Online investing 
is simplified by single sign-on through kp.org where employees can 
manage their investments, elect automatic fund sweep, and access fund 
prospectuses, tax statements, and other information. 
Sterling: Sterling accountholders have significant latitude in managing 
funds in their HSA account. Our accountholders can choose any IRS 
qualified investment for their HSA funds, including stocks, bonds, mutual 
funds, and CDs. They can work with the financial planner or brokerage 
firm of their choice as long as HSA funds are accepted. Sterling has also 
made arrangements with TD Ameritrade to offer investment services at 
a discounted fee for Sterling accountholders. Through TD Ameritrade, 
Sterling accountholders have access to a wide range of investment 
options. In addition, Sterling accountholders are paid interest on the 
funds in their accounts at prevailing bank savings rates.
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UnitedHealthcare: Yes, Optum Bank offers several investment options 
for employees that have qualifying bank balances.

13.  What forms are needed to 
submit an HSA case?

Aetna: Aetna’s standard enrollment processes are used. There are 
separate medical and HSA elections. Eligibility/enrollment options are 
electronic batch enrollment, paper enrollment, and Web enrollment.
Blue Shield: There are no extra forms needed; all questions are included 
in your Blue Shield group installation paperwork.
Cigna: Cigna’s standard processes and forms are used for all Cigna 
products including the HSA.
HSA Bank: To make enrolling in an HSA convenient for employers and their 
employees, our dedicated implementation specialists will work closely 
with you through the implementation process to set up the enrollment 
process that fits best for employers. Enrollment via our electronic file will 
allow the employer to send its enrollment via our standard file format that 
will be provided to the employer during the implementation process. This 
file will be PGP encrypted and sent securely to our FTP/SFTP server.
Kaiser Permanente: Clients continue to use our standard application and 
enrollment process for the medical plan selection. If an HSA administered 
through Kaiser Permanente is selected, additional forms are completed 
by Kaiser Permanente on behalf of the customer, including those that 
outline the set-up of the HSA required by the client.
Sterling: It’s very simple. Just a completed employer group application 
(for groups) and an individual accountholder application for each 
accountholder, along with a list bill and employer preferred form 
of contribution. Online enrollment and forms are available at www.
sterlinghsa.com, a very robust employer and employee portal.
UnitedHealthcare: Employers contributing to the HSA account are 
required to complete an employer discovery document.

14.  Do you plan to offer an HSA-eligible 
plan to your own employees?

Aetna: Aetna Inc. offers HSA plans to our employees.

Blue Shield: Blue Shield employees have been offered a High Deductible 
Health Plan and HSA since January 1, 2007.
Cigna: Yes, Cigna has offered employees HRA and HSA plan options since 
January 2005.
HSA Bank: Absolutely. We offer an HOHP with HSA.
Kaiser Permanente: Yes.
Sterling: We have offered our employees an HSA plan since Sterling was 
founded in 2004.
UnitedHealthcare: All UnitedHealth Group employees have the option of 
enrolling in an HSA. Each year we see more and more of our employees 
electing the HSA eligible plan.

15.  Are you using a trustee? 
If so, how long have you 
been with the trustee?

Aetna: Yes, since May 2004
Blue Shield: Blue Shield has vendor relationships in place today with 
Wells Fargo (since 2004) and, for our integrated model, Health Equity 
(new for 2011). Both vendors are qualified trustee and custodians that 
administer health savings accounts.
Cigna: JP Morgan Chase, which has been the trustee for our Cigna Choice 
Fund since 2005, is in the process of transitioning its HSA administration 
to HSA Bank. As the major carrier involved in this transaction, Cigna is 
closely managing the transition with JP Morgan and HSA Bank.
Kaiser Permanente: Yes. HealthcareBank, a division of Bell State Bank 
and Trust in Fargo, North Dakota, has provided custodial services for HSAs 
administered through Kaiser Permanente since 2012. 
UnitedHealthcare: Yes, UnitedHealthcare partners with Optum Bank 
for HSA administrative services. UnitedHealthcare’s parent company, 
UnitedHealth Group, chartered Optum Bank in 2002 to help advance the 
growing convergence of health care and financial services.

Look for Part II of the HSA Survey 
in our February 2015 Issue!
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Engineering Health Care Cost 
Containment with Self Insurance 

& Guaranteed Issue...
Level-Funding: 
The Answer for 
Small Business 
Health Plans  

by Joseph Berardo Jr.

Small businesses have experi-
enced a steep rise in health in-
surance premiums in the past 

two years – as high as 50%. At the 
same time, they’ve been trying to de-
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How Level-Funding Works 

Level-funded plans combine a guaran-
teed maximum cost plan with self-
insurance. Small businesses can cover 
employees on their own by putting 
aside enough cash to cover anticipated 
claim expenses. The monthly premium 
remains level for the entire year. A 
rebate or credit is issued if claims are 
less than the funded amount at the end 
of the year. If claims go over the funded 
amount, businesses are protected by 
stop-loss insurance. Obviously, to make 
this option fully workable, brokers 
should recommend that clients part-
ner with a healthcare services com-
pany to handle the administration. 

All level-funding groups must have 
stop-loss insurance, which includes 
both aggregate and specific stop-loss 
insurance. (As a result, all “small 
business” references made in this 
article refer to those that meet their 
state’s minimum employee count 
required for stop-loss coverage.)

Aggregate stop-loss insurance sets 
a maximum claim dollar exposure 
for a group based on a percentage 
of expected claims. For example, if 
underwriting projects medical and 
Rx claims to be $600,000, and the 
company purchases aggregate stop-
loss of 125%, the company pays no 
more than $750,000 in claims.

Specific stop-loss insurance limits 
a group’s financial exposure when 
a person’s healthcare claims exceed 
a certain dollar amount during the 

plan year. For example, if a company 
has a stop-loss limit of $40,000, and a 
person incurs $100,000 in claims one 
plan year, the company would only be 
responsible for $40,000 of the claims.

Level-Funding Benefits

Level-funding offers more flexibility 
compared to commercial insurance. It 
also offers the following advantages: 

•  Helps employers tailor plans to the 
health needs of a workforce popu-
lation, especially if guided by the 
right healthcare services company. 

•  Generates as much as 3% immedi-
ate savings because state taxes are 
eliminated on most self-insured plans.

•  Eliminates carrier profit mar-
gins and risk charges. 
Furthermore, level-funded self-

insured plans are exempt from the 
federal healthcare law’s health insur-
ance tax, which will be onerous for the 
fully-insured market, exceeding $100 

billion over the next several years. In 
addition, companies that opt to level-
fund their health benefits don’t have 
to offer the government-mandated 
essential health benefits, so they can 
tailor benefits to the needs of a com-
pany and the demographics of workers.

Also, level-funded self-insured plans 
are not subject to the jurisdiction of 
the states, and, for the most part, not 
subject to state mandated benefits, 
litigation in state courts, or the appeal 
and complaint procedures of the insur-
ance departments of each of the states. 

With level-funding, companies only 
pay for claims and the cost of ad-
ministering them. They avoid being 
overcharged via premiums based on 
a community rate of similarly-sized 
groups, which might have less-healthy 
employees. Moreover, level-funded 
plans can be combined conveniently 
with FSA, HSAs, and HRA spend-
ing accounts. All of this means that, 
on top of lowering healthcare costs, 
level-funded plans help companies 
remain competitive and gain an edge 
in attracting and retaining talent. 

Level-funding is ideal for small busi-
nesses that are doing the following:
1.  Looking for an affordable option that 

makes it possible for them to continue 
offering employer-sponsored benefits.

2.  Showing an interest in self-insur-
ing, but want to avoid the risk of 
unpredictable monthly costs.

3.  Establishing a culture of health 
and wellness – and meeting 
their state’s minimum employee 
count for stop-loss coverage.

Finding Level-Funding 
Administration Experts

To help clients administer a lev-
el-funded plan, brokers should 
suggest a healthcare services 
partner for the following:
•  Maintaining eligibility.
•  Providing customer service. 
•  Adjudicating and paying claims.
•  Preparing claim reports.
•  Negotiating, obtaining and re-

newing stop-loss placement.
•  Conducting enrollment in-

formation meetings.
•  Arranging managed care services, 

such as access to PPOs, coverage 

termine what the full ef-
fect of federal healthcare 
reform might be for them. 
On a positive note, the 
situation presents health 
insurance brokers with 
an ideal proposal: a self-
insured health plan com-
bined with level-funding 
for clients who are seeking 
to reduce healthcare costs 
and minimize risk.  

Brokers should 
articulate level-
funding as a 
predictable self-
insured health 
plan that offers 
fixed monthly 
payments. When 
actual claims 
are lower than 
expected at the 
end of the year, 
employers can 
then use the credit 
to pay future 
health plan costs. 



for alternative treatment programs 
including acupuncture and chiro-
practic services, prescription drug 
card programs that offer cost-saving 
opportunities and utilization review.
Look for a healthcare services com-

pany that offers secure data analyt-
ics for remote and real-time care. It 

should also provide an inexpensive 
vehicle for coordinating online tools 
that identify at-risk members, their 
patterns and treatments for vari-
ous ailments – from diabetes to heart 
conditions. Robust data analytics allow 
level-funded plan managers to evalu-
ate employee information, including 
age, chronic illness, risk factors and 
gaps in care. It should also allow them 
to update medical conditions, compare 
previous costs to projected expendi-
tures, and intervene with optimal 
prevention and wellness programs. 

The key to making the most of level-
funding is to streamline access to care 
with customizable care plans based 
on a person’s risk profile and needs. 
Targeting health issues rather than 
simply implementing a general health 

and wellness program is critical for 
long-term population health manage-
ment effectiveness. By partnering 
with healthcare service companies and 
provider groups, employers can take 
advantage of deep discounts and give 
employees greater access to coordinated 
care. Within this model, healthcare 

data analytics plays an important role, 
providing information that’s relevant to 

population health management, such 
as determining the chances of a re-
lapse, the likelihood of noncompliance, 
and the progression of chronic disease. 

Some plans are designed exclu-
sively around chronic disease and 
include educational materials, 
one-on-one counseling, transporta-

tion to a hospital or doctor’s office, 
and assistance in coordinating care 
among physicians and other caregiv-
ers. Health claims and other medical 
data are used to identify members 
with chronic conditions and provide 
them with the tools and support they 
need to better manage their health. 

Brokers should articulate level-
funding as a predictable self-insured 
health plan that offers fixed monthly 
payments. When actual claims are 
lower than expected at the end of the 
year, employers can then use the credit 
to pay future health plan costs. q 

–––––––––
Joseph Berardo Jr. is CEO of Mag-
naCare, an administrator of self-
insured health plans for employers 
in New York and New Jersey.

The key to making 
the most of 
level-funding is 
to streamline 
access to care 
with customizable 
care plans based 
on a person’s risk 
profile and needs. 
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But, what happens if your client is 
forced to retire because of an illness 
or accident long before they’ve been 
able to create the sizeable investment 
portfolio that will be needed to provide 
income during those golden years. 
Where will that needed income come 
from when they’re not working to earn 

it and they don’t have enough invest-
ments to earn it? That answer is simple 
— an insurance product that was 
created a century ago called “disability 
income or income protection insurance.” 
Your client could face the following 
financial consequences from having an 
extended illness or accident including: 

Disability4by Gerald M. Kouzmanoff CLU, ChFC 

Y
ou’re an insurance producer, a benefit, finan-
cial, or investment advisor, and a client asks, 
‘How much do I need to retire?” One of your 
first thoughts is usually, “What is your age and 

how long do you expect to live?” You get some answers, 
do some projected calculations, and come up with a 
number that will provide your client the income they 
will need from investments should they stop work-
ing. You know the old saying, “Income comes from 
only two sources: people at work or money at work.”

•  Loss of personal income to pay 
needed living expenses for a family.

•  Loss of income to pay for 
a child’s education.

•  Loss of income to pay for 
business expenses

•  Loss of business income when 
a key employee becomes sick 
or hurt and unable to work.

•  Loss of income to pay off educa-
tional or other loan obligations.
We’ve heard the statistics time and 

time again; the chances of a long term 
disability (lasting more than 90 days) 
between ages 25 and 65 are three times 
greater than death. Yet, as insur-
ance advisors, we often immediately 
think of life insurance. But far too 
often, we do not discuss that client’s 
financial consequences in the event 
of an extended illness or accident.

The Council of Disability Aware-
ness tells us that just over one in 
four of today’s 20-year-olds will be-
come disabled before they retire. And 
64% of wage earners believe they 
have a 2% or less chance of being 
disabled for three months or more 
during the working career. Yet, the 

actual odds for a worker entering the 
workforce today are about 25%.

It’s kind of ironic how people spend 
thousands of dollars on education to 
earn incredible sums of money over 
their lifetime. They become money 
making machines as long as they 
stay healthy. Yet all too frequently, 

It’s All About
Income



they don’t protect themselves in 
the event their own money making 
machine, their good health, breaks 
down due to illness or accident.

Think about this one: Someone 
purchases a new flat screen TV and 
pays for a warranty in the event the 
$1,000 TV breaks down. Imagine 
someone coming into your office with a 
machine that prints money — enough 
money that could provide a lifetime 
of needed income. Would you let that 
person walk out the door without buy-
ing that warranty in the event that 
machine (their good health) breaks 
down? That warranty is called “dis-
ability/income protection insurance.”

How Financially Valuable Is 
Disability Income Insurance?

Let’s give one example: Your 36-year-
old client purchases a policy that 
will pay $10,000 monthly (tax-free) 
until normal retirement age with a 
cost-of-living benefit built in. That 
policy could pay up to $3,690,000 in 
tax-free benefits over their lifetime.

How Big Is The Market 
In America For Disability 
Income Insurance? 

Sixty-nine percent of workers in the 
private sector have no private long-
term disability insurance, accord-
ing to the Social Security Admin.

What Are The Common Causes 
Of Disability Claims?

The Council of Disability Aware-
ness study finds that the following 
were the most common causes of 
existing disability claims in 2012:
•  31% Musculoskeletal/con-

nective tissue disorders 
•  15% Cancer 
•  14% Nervous system disorders 
•  12% Cardiovascular/cir-

culatory disorders 
•  9% Cancer 
•  8% Mental disorders 

So, what’s in it for you, the insurance 
advisor? Disability income insurance 
not only provides valuable income 
protection for your customer, but it also 
has numerous benefits to the insur-
ance advisor. Commissions from some 
health insurance carriers have now 
dropped to as low as 2% of premium 

whereas individual DI coverage typi-
cally pay a commission of 50% of the 
first year premium and somewhere in 
the area of 5% in renewal years. Group 
LTD plans often pay as much as 10% 
to 15% level commissions. Individual 
DI is often guaranteed renewable, 
meaning the carrier cannot cancel the 
policy, and it is often non-cancellable, 
meaning premiums cannot increase.

Once you sell an individual DI policy, 
you typically own the future commis-
sions avoiding the fear of another 
producer taking away the business 
you’ve worked hard to create. Unlike 
health insurance, once a DI policy is is-
sued there is often little, if any, servic-
ing involved in the years that follow.

Disability Income insurance is 
typically offered on an individual or 
employer sponsored group policy. 
Advantages of individual coverage 
often include a guaranteed renew-
able feature, premium rate guaran-
tee, and liberal definitions of when 
an insured is considered totally or 
partially disabled. Also, it typically 
pays in addition to social insur-
ance benefits, such as SDI or Social 

Security. However, individual DI 
is often fully underwritten with 
respect to an applicant’s earnings, 
occupation, and health history.

Group LTD is most often guaranteed 
issue regardless of previous health 
history — most often a much lower 
premium cost since it does not offer 
guaranteed renewable or non-cancella-
ble features and typically reduces the 
monthly benefit based upon income an 
insured receives from other sources. 

Isn’t it time that we start better 
protecting the income, the money 
making machines, of our clients in the 
event they become sick or hurt? q
––––––––––
Gerald M. Kouzmanoff CLU, ChFC 
is president of Kouzmanoff Financial 
& Insurance Services, Inc. A South-
ern California based insurance firm 
that specializes in assisting insurance 
producers to find the proper and most 
cost efficient disability income insurance 
products for their clients. Mr. Kouz-
manoff has practiced in the disability 
insurance market for nearly 50 years. 
He can be reached at 800-653-8003 or 
gkouzmanoff@kouzfinancial.com.
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Gerald M. Kouzmanoff CLU, ChFC 
is president of Kouzmanoff Financial 
& Insurance Services, Inc. A South-
ern California based insurance firm 
that specializes in assisting insurance 
producers to find the proper and most 
cost efficient disability income insurance 
products for their clients. Mr. Kouz-
manoff has practiced in the disability 
insurance market for nearly 50 years. 
He can be reached at 800-653-8003 or 
gkouzmanoff@kouzfinancial.com.
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Offering disability 
insurance plans 
from America’s 
leading carriers.

One Stop Shop 
for Individual 
Disability Sales

Phone us for your next individual DI quote (800) 653-8003
www.kouzfinancial.com

•   Spreadsheet analysis with 
premium cost comparisons

•   Complete range of occ classes
•   Short and long term disability plans
•   Discounts for associations 

and multi-life classes

•    True “own-occ” definition of total 
disability for all physicians and 
other professionals and executives

•    High limit monthly disability benefits
•    Guarantee issue plans for 

as few as 5 employees



22  CALIFORNIA BROKER visit us at www.calbrokermag.com JANUARY 2015

This federal statute 
governs benefits 
provided to employ-
ees through their 
employers. There are 
exceptions; it does not 
cover employees of the 
state, which includes 
state universities, 
etc. ERISA permits 
that all litigation for 
benefits provided 
under the statute be 
conducted in federal 
court. ERISA imposes 
strict limitations on 
discovery conducted 
for such claims, often limiting discovery 
to the claim administrative record. 

In ERISA litigation, an employee 
is generally suing the employer’s 
insurance plan and/or the claims 
administrator, which is the insur-
ance company providing the policy 
and administering the insurance.

Why Does This Matter To 
An Agent Or Broker?

Under ERISA, an employee is su-
ing for benefits under a policy sold to 
its employer. The policy was not sold 

directly to the employee. It is, there-
fore, highly unlikely that an employee 
will ever have a basis to involve the 
insurance agent in their disability 
litigation. If you sell a group disability 
policy to an employer, there is almost 
no chance that you will be involved in 
subsequent litigation from an employee. 
You have no duty to the employee, and 
made no promises or representations 
to the employee. If an employer ever 
chose to sue based on claimed prob-
lems with the coverage it received in 
its group disability policy, this would 

Disability4by Stacy Monahan Tucker 

A
s an agent or broker, what are your duties to your 
clients and the insurance companies in a disability 
claim? How can you navigate those duties while 
advising your clients in the claim process and pro-

tecting yourself from litigation? Let’s start with the Em-
ployee Retirement Income Security Act of 1974 (ERISA). 

not be covered under ERISA and 
the insurance agent or broker could 
become involved in the litigation.

When an agent or broker sells a 
policy to an individual, that policy does 
not fall under ERISA. The following 
scenarios apply to non-ERISA individ-
ual disability insurance policyholders:

An agent or broker is usually 
included in litigation under 
the following circumstances:  

•  When the agent/broker made 
representations to the insured 
that the insured contends were 
inaccurate or misleading: Either 
the insured or the insurer could 
include the agent/broker as a party 
in litigation based on allegedly false 
representations made to the insured 
about their coverage. An insurer 
may also cross-complain against 
an agent/broker if an insured seeks 
to hold an insurer liable for failing 
to provide coverage promised by 
the agent/broker that is not avail-
able in the policy sold to them.

•  When the agent/broker failed to 
include correct information on 
an insurance application, open-
ing the door to rescission or 
reformation: The policy is issued 
based on the information provided 
to the agent/broker and included in 
the application. If the application is 
incorrect, the entire policy may be 
void. If the insured intentionally gave 
you wrong information, it could be 
grounds for rescission. If the insured 
claims that they gave you correct 
information and you incorrectly 
recorded it, it could be grounds for 
reformation, and/or suit against you.

•  When the agent/broker made 
suggestions to the insured that 
the insurer contends resulted 
in a fraudulent insurance claim: 
If an agent/broker suggests to an 
insured that they should file a claim 
that the agent knows or suspects is 
false, or that the insured should “find” 
evidence to support such a claim, the 
agent/broker will not only become 
a material witness in the disability 
litigation, but could also be liable 
for fraud along with the insured.

•  When the plaintiff wants to keep 
the case in state court: Plaintiffs 

How Disability 
Agents Can 
Avoid Litigation

Many individuals are unaware of the important 
enrollment periods for Medicare.  New US 
Residents must wait fi ve years before they can 
apply for Medicare.  The Bridge Plan is the soluti on 
for these new US Residents.

Waiting for Medicare?Waiting for Medicare?Waiting for Medicare?
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International UnderwritersInternational UnderwritersInternational Underwriters
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often prefer state court, where judges 
are reputed to be more plaintiff-friend-
ly and less sophisticated. Insurers gen-
erally prefer federal court, where the 
judges are reputed to be more sophis-
ticated and friendlier to businesses. 
If an insurance company is based in a 
different state than the plaintiff, (as is 
often the case, under federal law) the 
insurance company can seek to move 
the litigation to federal court under 
a doctrine called “diversity jurisdic-
tion.” Diversity jurisdiction requires 
that none of the defendants are from 
the same state as the insured plaintiff. 
If the insurance agent or broker is 
from the same state as the insured, as 
often occurs, their counsel may seek 
to defeat diversity by finding another 
defendant in the same state as the 
insured – usually the agent. While 
this practice is known as involving a 
sham defendant, it is difficult to prove. 
Often an agent/broker is kept in litiga-
tion for a year and a day, after which 
the case can no longer be removed to 
federal court. Then the agent/broker is 
dismissed from the case by the insured.

•  When the parties seek documents 
in the broker/agent file or testimo-
ny from the agent/broker: Agents 
and brokers are not always brought 
into litigation via lawsuit. They may be 
called as a witness to testify as to what 
the insured told them about their claim 
or their application, or what the agent/
broker told the insured about their 
coverage. They may also have their 
documents subpoenaed in addition to, 
or in lieu of, providing live testimony. 
Insurance agencies and brokerages 
often involve attorneys when subpoe-
naed, to ensure that they produce only 
the documents they are required to 
produce, and not additional documents.

How to Protect Yourself 
from Litigation? 

Document, document, and docu-
ment the following:
•  Make sure the application is signed.
•  Make notes of the information pro-

vided when obtaining the application, 
so you can confirm what you were told.

•  Make notes of each interaction with 
your client, any time they call with 
questions, any claims they make, any 
meetings, and what each of you said.

•  Consider sending follow-up let-

ters after meetings or impor-
tant or contentious phone calls 
to document the interaction.

•  Preserve documents, including emails.
•  If you have any uncertainty about cov-

erage in a specific instance, check with 
the insurer and document that fact.

•  If you provide any advice to 
your client about a claim, con-
sider putting it in a letter.

Understand Your Legal Duties 

Are you an agent or an independent 
broker? Your legal duties as an agent/
broker differ depending on the state 
or states in which you sell policies, as 
well as whether you are an independent 
broker or an agent selling policies for 
only one insurance company. In Califor-
nia, if you are an agent selling only the 
policies of one insurance company, you 
are legally the agent of the insurance 
company and you owe a contractual 
duty to them. If you are an indepen-
dent broker, you owe your duty to your 
client, not the insurance company. 

The term “fiduciary duty” is often 
used to describe your duties, but this is 
a legal term. A fiduciary duty is higher 
than a common law contractual duty 
and means that you have a duty to put 
your client first, including a duty of 
loyalty to that client and a duty of care 
to handle that client’s matter with the 
same responsibility you would take for 
your own. As an agent or broker, you 
owe a common law duty to either the in-
surance company or the insured to meet 
the terms of your contract, but that 
does not rise to the level of a fiduciary 
duty. Most states, including Califor-
nia, have held that you do not have 
fiduciary duties as an insurance agent 
or broker absent a special relation-
ship with your client, but some states, 
such as New York, have held that a 
fiduciary duty is presumed to exist.

A special relationship with an insured 
is created when the broker serves not 
just as a procurer of insurance, but also 
as an advisor over a long period and has 
held themselves out as a trusted part-
ner, especially if the broker is compen-
sated for that advice above and beyond 
the premiums paid for the policy. A 
special relationship can be created by 
misrepresenting facts about coverage or 
by assuming additional duties beyond 
the provision of a policy. In California, 

a special relationship rising to the 
level of a fiduciary duty also exists if 
the agent or broker collects premiums 
or premium refunds for the insured.

Understand Your Client’s Legal 
Duties in Making a Claim

When making a claim, an insured has a 
duty to provide documents as required 
in the insurance policy within the time-
frames specified. If an insured refuses to 
do so or is excessively tardy in providing 
the proof requested, the claim can be 
denied. This is also true during continu-
ing investigation of an approved claim.

Under most policies, an insured 
has a duty to be under the appropri-
ate and continuing care of a physician. 
That means that the insured must 
obtain regular medical care for the 
condition at issue, not a letter of dis-
ability with no treatment thereafter. 

An insured has a duty per the 
language of the insurance policy to 
submit to an independent medical 
exam. Depending on the medical issues 
involved in the claim, this can involve 
a psychiatric evaluation, a functional 
capacity evaluation, lab tests or radiol-
ogy scans, etc. If the contract requires 
it, the insured has a duty to apply for 
Social Security disability benefits.

An insured has a duty to provide 
truthful information and to disclose 
all relevant information. This in-
cludes information about offsets to 
the benefits provided under the policy. 
Offsets can include workers compensa-
tion income, Social Security income, 
state disability payments, retirement 
income, part time employment or 
self employment income, settlement 
agreement payment related to em-
ployment, and severance payment.

The insured has a duty to disclose 
entering into a severance agree-
ment, entering into litigation with 
their employer, enrolling in school, 
obtaining new certification for em-
ployment, bankruptcy filings, etc.

The insured has a duty to be truthful 
in the information provided to physi-
cians, if those physician records are 
then provided as evidence in a claim.

In an ERISA claim, an insured 
must appeal a denial or termination 
of a claim before filing suit. This is 
not the case in non-ERISA claims; the 
insured may file suit without appeal.
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How to Set Expectations 
for an Insured During a 
Claim or Litigation

Remember, if you are an independent 
broker, your duty is to the insured. If 
you are an agent of an insurance com-
pany, your duty is to the insurance com-
pany. And if you are an agent of an in-
surance company, your statements may 
be imputed to the insurance company.

If you are a broker and your in-
sured asks to discuss the claim 
process with you, make sure that 
they understand the following:
•  They have a duty to provide medi-

cal documents as often as requested, 
even long term disability claims 
are consistently reviewed to deter-
mine if the condition has changed.

•  They have a duty to sub-
mit to medical exams.

•  They should not dictate notes 
to their physicians or re-
quest specific diagnoses.

•  They may be under surveillance.
•  Their online activity may be reviewed.
•  New work-related licenses or cer-

tificates may be discovered.
If you are a broker and your in-

sured asks to discuss the litigation 
process with you, make sure that 
they understand the following:
•  You are not an attorney and they 

should obtain legal counsel.
•  They may still be under surveillance.
•  Their online activity will 

still be reviewed.
•  New work-related licenses or cer-

tificates may be discovered.
•  A failure to be awarded Social Security 

disability insurance benefits makes it 
extremely unlikely that they will prevail 
in litigation, but an award of such ben-
efits does not automatically mean that 
they will win in court, as the test for 
disability under Social Security is differ-
ent and involves a lower bar than those 
laid out by private insurance policies. 

•  Prior positions taken in other 
litigations or bankruptcy may bar 
their suit against their insurer.

––––––––––
Stacy Monahan Tucker is a part-
ner with Ropers Majeski Kohn & 
Bentley. For more information, call 
650-364-8200, e-mail: stacy.tucker@
rmkb.com, or visit www.rmkb.com.

By Phil Bruen 

Unplanned absences can take a sig-
nificant toll on the finances and pro-
ductivity of a company and its em-

ployees. Increasing employee productivity 
is a primary objective for today’s employ-
ers, yet only 45% have return-to-work strat-
egies, according to MetLife’s 12th Annual 
Employee Benefits Trend Study. 

Clearly, many employers are missing 
valuable opportunities that return-to-work 
programs can offer. The primary reason 
may be that they simply don’t understand 
the benefits of return-to-work programs. 
Employers need to understand how return-
to-work programs can increase productiv-
ity, reduce the cost of employee training, 
reduce overtime, reduce the need for 
temporary hires, and increase employee 
morale and engagement. In addition, pro-
viding workplace accommodations for dis-
abled employees helps employers meet 
the requirements of the Americans with 
Disabilities Act. 

A recent case study reveals how a return-
to-work program can improve short-term 
disability incidence rates and durations. 
In the first 12 months, lower short-term 
disability rates helped the employer save 
more than $1.4 million in lost work days. 
The employer also saw a 25% improve-
ment in eligible claims for post illness in-
jury management.  

Collaboration to Drive Results 
The key to a safe and successful return-to-
work program is the partnership between 
the insurance provider’s return-to-work co-
ordinator and the employer’s benefit team. 
A close collaboration drives greater un-
derstanding of the company’s needs. The 
case study featured an enhanced report-
ing package that integrated worker’s com-
pensation and disability claims. The team 
reviewed the results to identify how the 
employer could benefit most from a return-
to-work program based on reported claim 
durations and the status of employees who 
returned to work without restrictions. Site 
visits were done to review the actual the 
case results and determine which claim 
scenarios could benefit from earlier or bet-
ter return-to-work strategies. 

A return-to-work coordinator can offer 
continued monitoring of the current cases 
at each location in order to track the status 

of return-to-work efforts and identify oppor-
tunities for improvement. In this case, the 
partnership led to an enhanced effort to 
find cases that could benefit from a health 
intervention, highlighting health services 
the employee could use that to increase 
their chances of safely returning to work 
sooner. 

Employee Productivity, 
Engagement, Morale 
Return-to-work programs not only benefit 
the employer, but they also benefit the em-
ployee by boosting employee morale and, 
in turn, productivity and engagement. The 
odds of returning to a full employment af-
ter being on disability leave drops to 50-50 
after six months. Yet injured employees 
who participate in a return-to-work pro-
gram come back to work 1.4 times sooner 
than do those who don’t have a return-to-
work program, according to a Rand study. 

The Key Elements
A successful return-to-work program re-
quires dedication from all areas of the 
company – from managers who develop 
and implement the program to employees 
who are committed to following all of the 
program guidelines. In the case study, the 
employer’s dedication to the program car-
ried through to all levels of the organiza-
tion. The return-to-work coordinator and 
the employer focused on integrating and 
leveraging data to identify challenges and 
increase the utilization of return-to-work 
services. The employer’s internal medical 
director and case manager helped build a 
stronger team and improved communica-
tion to drive awareness and utilization of 
the return-to-work program.

Education enabled employees to under-
stand the importance of return-to-work pro-
grams and disability insurance in general. 
Commitment from the management and 
everyone at the company ensured partici-
pation and a strong outcome. Implement-
ing all of these key elements can help miti-
gate the losses incurred when employees 
are out on disability, offering financial sav-
ings and increased productivity for employ-
ers and a quicker path to returning to work 
for employees. q
–––––––––
Phil Bruen is vice president of Products at 
MetLife

How Return-to-Work Strategies 
Can Help your Employer Clients
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Health Exchanges4by Ryan Morrison, 

O
nline benefit exchanges let brokers offer their 
clients more choice, a consumer-friendly buy-
ing experience for employees, streamlined 
administration, and reduced costs. Over 

the past five years, the conversation about online 
benefit exchanges has shifted from if to when. 

Exchanges have always been part 
of a larger conversation about the 
move from defined benefit to defined 
contribution. In 2008, when this 
conversation first started gaining 
traction, the economy was weak, 
and employer groups were looking 
to cut benefit costs through defined 
contribution models while still 
maintaining a competitive, robust 
benefit package. They were also losing 
headcount and looking to cut ben-
efit administration costs. Exchange 
platforms seemed like a promising 
way to support those goals, but it 
was an open question if they would 
achieve mainstream adoption.

The question is no longer if 
but when, and California is lead-
ing the way. Exchanges like this 
are fast becoming a core strategic 
element for brokers to stay com-
petitive post-health care reform, 
especially in California. They are 
the shape of things to come.

Two things changed the conver-
sation around exchanges. The first 
was the enactment of the Affordable 
Care Act (ACA), with its all-access 
mandate and new reporting require-
ments. The second was the dramatic 
rise in consumerism. The Internet has 
changed the way companies interact 
with people. It used to be consumers 
only received whatever information 
companies decided to share. Now 
there’s an expectation that they’re 
going to have open and free access to 
information to be able to research and 
buy things more directly than before. 

Employer groups still need to re-
duce the costs of benefits and benefit 
administration. They must also meet 
a host of new federally mandated 
reporting requirements while offering 
employees a wider variety of choice 
and control. It’s time for a market-
place approach to benefits, and we 
need technology to enable that. 

So, we’ve reached the tipping point. 
The shift from defined benefit to de-
fined contribution will unfold over the 
next two to three years, and exchange 
technology will play a critical role in 
supporting it. There’s no scalable way 
to move forward on this with paper 
processes. Although we’re still early 
in the evolution and adoption of this 

For Benefit 
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technology, almost everybody is now 
convinced that they have to have 
an exchange strategy of some sort. 

The conversation is about now 
what that strategy should look like. 
This is a conversation that brokers 
and employers in California are 
very comfortable having. There 
are a lot of large brokerages here, 
and they are keenly interested in 
private exchanges. Many brokers 
have already rolled out benefit 
administration solutions to their 
clients, so they’re very savvy about 
what technology can do for them. 

An end-to-end solution can com-
bine a lot of options for the employee/
consumer to get a complete health-
care and benefit package in one 
place, with robust back-end func-
tionality for brokers and HR admin-
istrators. The front end provides 
a consumer shopping experience 
in a defined contribution environ-
ment. Employees can see how much 
their employer contribution is. They 
provide their personal information 
and are able to see pre-packaged 
benefit options from a wide array 
of providers, tailored to their loca-
tion, age, health, risk tolerance, 
class of employment, etc. A rules-
based engine ensures that each 
person only sees the plans they are 
eligible to buy. They can learn in 
detail about each package and click 
to enroll right on the platform. 

Enrolling online sets the wheels 
in motion on the back end, linking 
enrollees directly to the selected 
carriers, getting evidence of insur-
ability documents taken care of 
and making sure dependents get 
added. Payroll deduction reporting 
is automated, as is ACA report-
ing for hours worked, lookback and 
stability period tracking, and forms 
W2, 6055 and 6056. This type of 
exchange even handles California’s 
complicated age rating structure for 
both employees and dependents. 

This takes a big burden off em-
ployers, relieving them of paper-
work and manual reporting. And, 
they don’t have to spend a bunch 
of time and money building cus-
tomized packages. A standardized 
approach will work for most people.

For brokers, everything pack-
aged and pre-configured makes 
implementation a point and click 
process, simplifying and speeding 
up on-boarding and ongoing ad-
ministration, which is important as 
more brokers are providing benefit 
administration as an add-on service.

Cross-sell and upsell opportuni-
ties will result from having every-
thing in one marketplace, helping 
brokers stay relevant and retain 
share of wallet as people start 
looking beyond just core benefits 
to what else they can purchase 
within the exchange. The flexibility 
and extensibility of the underlying 
technology platform that runs the 
exchange is key to a broker’s ability 
to adapt as the market changes.

It’s an interesting time in the 
industry, and it really is just the 
beginning. We believe brokers are 
increasingly going to be implement-
ing these types of solutions to be able 
to provide a superior level of service 
and cost effective benefits for their 
clients. And in time, these exchanges 
may become something more. 

When you change the terminol-
ogy, and the thinking, from employee 
to consumer, it opens up a lot more 
possibilities. Exchanges may even-
tually lend themselves to acquiring 
products besides just medical, dental, 
vision, and life plans. Some products 
will be employer-sponsored, and 
some won’t. They don’t have to be. 
This direction enables direct-to-con-
sumer product availability as well.

Brokers have historically been 
quite creative about finding ways to 
compete by putting together groups 
and trusts and finding other unique 
solutions for their clients. Businesses 
here tend to be much further along 
with technology enabled processes, 
and we think the demands of this 
market will help set the bar for 
making exchange offerings better for 
all stakeholders in the industry. q
–––––––––
Ryan Morrison is the senior direc-
tor - Western Region Exchanges & 
Strategic Channels at PlanSource. 
To reach PlanSource, call 877-735-
0468, email sales@plansource.com, 
or visit www.plansource.com.

New Products

ACA Platform. Benefitfocus and Health E(fx) 
are offering a platform to manage benefit 
enrollment and employee communication. 
The platform offers eligibility tracking, 
compliance, reporting and analytics 
capabilities. It also offers a scalable 
workforce management solution. For more 
information, visit www.healthefx.us.
––––––––
Leads for Financial Advisors. Advisors 
can get their own personalized website 
where prospective clients can play with 
their own data to see how optimizing their 
Social Security filing can affect their lifetime 
benefits. When a prospective client takes 
action, the advisor gets a notification 
e-mail and the lead goes to the advisor’s 
account. For more information, visithttps://
JohnAdvisor.SocialSecurity.Life.
––––––––
Health Plan Selection Tool. An online 
platform called “Impact Health” (www.
impacthealth.io) launched its beta version 
to simplify the process of choosing a health 
plan. The website suggests healthcare plans 
based on each user’s answers to a few 
simple questions.
––––––––
Telemedicine. MyTelemedicine.com is 
designed to connect healthcare providers 
with patients across the U.S. using the latest 
telecommunication and video technology. As 
a cloud-based solution, healthcare providers 
can offer 24-hour services remotely. This 
will help cope with the demands of the 
Affordable Care Acts mandatory insurance 
policy.
––––––––
Out-of-Pocket Cost-Estimator.Evergreen-
Health now offers a free, personalized 
service for consumers seeking an estimate 
for the cost of their care. With one call or 
online request, patients can get an estimate 
of their out-of-pocket cost for medical 
and surgical care based on their health 
insurance policy. For more information, 
visit www.evergreenhealth.com/estimate.
––––––––
Document Signing. DocuSign launched 
its DocuSign Winter ’15 Release, which 
includes an improved signing experience 
based on customer feedback from focus 
groups, usability studies, user testing and 
more. DocuSign features streamlined 
navigation and expanded browser support 
for embedded signing. For more information, 
visit www.docusign.com/docusign-winter-
15-release. q

Products
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Most people are confused about 
how to start a long-term care plan. 
Because planning can be overwhelm-
ing, many put it off. But as our cli-
ents age, one clear priority becomes 
wealth preservation: the desire to 
provide for their spouses, children, 
and future generations. Nearly all of 
our clients want to leave a legacy to 
their surviving families and are will-
ing, to discuss how to plan to do so.  

So many linked-benefit products are 
available to our clients, including life 
insurance/long-term care linked-benefit 
products. We now have an opportunity 
to discuss long-term care planning 
through a life insurance purchase. Many 

are not aware that these products offer 
alternative ways of preserving wealth 
and funding long-term care expenses.

The Benefits of a 
Hybrid Product

The obvious benefit of a life insur-
ance/long-term care hybrid product is 
that it allows your clients to have life 
insurance to provide for loved ones. 
The full death benefit passes tax free 
to their named beneficiaries if your 
client has a long-term care benefit 
rider and does not use the benefits.

Over one-half of Americans are 
concerned that they will not be able 
to fund long-term care expenses. Also, 

Life/Long Term Care4by Brenda Salyer 

I
t is no longer true that having traditional long-
term care insurance is the only way to pay for 
long-term care expenses. The long-standing deter-
rent to buying traditional long-term care has been 

the “use it or lose it” concern among most consumers. 
As agents, we know that our clients have a high likeli-
hood of needing long-term care at some point. We can 
recite the statistics to them, but we cannot predict the 
future. Fortunately, we now have numerous alterna-
tive solutions to address this concern for our clients.

one-third of Americans have considered 
whether, if they were to die premature-
ly, their family would face financial dif-
ficulties, according to a recent LIMRA 
study. Given those concerns and the 
fact that 30% of Americans have no 
life insurance, many of your clients are 
very likely to need life insurance or ad-
ditional life insurance. Your uninsured 
or underinsured clients are not likely 
to have money set aside for long-term 
care expenses or have purchased a 
stand-alone long-term care policy.

If your clients have enough life insur-
ance, they may benefit from exchanging 
it for a hybrid life insurance product. 
Under Pension Protection Act of 2006, 
people can exchange a traditional life 
insurance policy for a hybrid policy 
through a 1035 exchange without pay-
ing taxes on the interest earned within 
the initial policy. Payouts for qualified 
long-term care expenses are tax free, 
which could translate into a significant 
taxable gain inside the new policy.

Your client’s initial life insurance 
purchase could provide double, triple, 
or more in long-term care benefits. 
When long-term care benefits are 
needed, some policies pay out a per-
centage of the money (usually a fixed 
amount on a monthly basis) while 
others reimburse long-term care 
expenses as they are incurred. Either 
way, this money is an acceleration of 
the initial death benefit. Some poli-
cies have extended benefit riders that 
can provide double or triple the ini-
tial death benefit amount when the 
initial death benefit is exhausted. 

Is a Hybrid Policy Right 
for Your Client?

There are many considerations when 
determining whether a life insurance/
long-term care hybrid policy is right 
for your client including the following:
•  How will your client 

pay for the policy? 
• Will it provide enough funds to meet 
their future long-term care needs?
• What inflation protection is 
available with the policy and 
what is the associated cost?
• What remains of the death 
benefit if the long-term care 
benefits are exhausted?
• Is your client insurable? 

An Alternative 
Approach to 
Initiating
Long-Term Care 
Planning 

   There Is Only One Healthcare Reform Certification®

USE PROMO CODE: CALCERT
EXPIRES APRIL 30, 2014

$995
$2000 VALUE

GET
CERTIFIED

TODAY
BE A LEADER AND 

GET CERTIFIED TODAY 
ONLINE OR AT THE CONGRESS

EXCLUSIVE TO CALI BROKER MAGAZINE 
+ WEST COAST BROKERS

RECEIVE A COMPLIMENTARY PASS TO 
THE 2015 EMPLOYER 

HEALTHCARE & BENEFITS CONGRESS, 
SEPT. 27-30 IN ORLANDO, F.L. 
WITH ONLINE CERTIFICATION

Info at 561.790.1176 or    www.HealthcareReformCertification.com

 Maintain existing business to advise clients on IRS   
 audit and litigation avoidance

 Increase revenue and drive new business with 
 client trust 

 Earn a seat at the table with HR Executives and 
 C-Suite decision makers 

 Build client credibility with direct access to the 
 nation’s top legal experts 

TOP BROKERS AND AGENTS EARNING THEIR 

DESIGNATION AS A CERTIFIED HEALTHCARE 

REFORM SPECIALIST® GAIN AND RETAIN 

CLIENTS BY LEARNING TO ADVISE ON THE 

ACA MANDATE.

AVOID THIS GUY!



   There Is Only One Healthcare Reform Certification®

USE PROMO CODE: CALCERT
EXPIRES APRIL 30, 2014

$995
$2000 VALUE

GET
CERTIFIED

TODAY
BE A LEADER AND 

GET CERTIFIED TODAY 
ONLINE OR AT THE CONGRESS

EXCLUSIVE TO CALI BROKER MAGAZINE 
+ WEST COAST BROKERS

RECEIVE A COMPLIMENTARY PASS TO 
THE 2015 EMPLOYER 

HEALTHCARE & BENEFITS CONGRESS, 
SEPT. 27-30 IN ORLANDO, F.L. 
WITH ONLINE CERTIFICATION

Info at 561.790.1176 or    www.HealthcareReformCertification.com

 Maintain existing business to advise clients on IRS   
 audit and litigation avoidance

 Increase revenue and drive new business with 
 client trust 

 Earn a seat at the table with HR Executives and 
 C-Suite decision makers 

 Build client credibility with direct access to the 
 nation’s top legal experts 

TOP BROKERS AND AGENTS EARNING THEIR 

DESIGNATION AS A CERTIFIED HEALTHCARE 

REFORM SPECIALIST® GAIN AND RETAIN 

CLIENTS BY LEARNING TO ADVISE ON THE 

ACA MANDATE.

AVOID THIS GUY!



32  CALIFORNIA BROKER visit us at www.calbrokermag.com JANUARY 2015

• What benefits and limitations are 
under the long-term care rider?

Policies can be funded through a sin-
gle lump-sum payment, which is most 
common, or paid over any number of 
years. To illustrate these payment op-
tions, imagine that a 65-year-old male 
client has $50,000 of readily available 
assets in bank CDs or other accounts. 
That $50,000 lump-sum payment 
would be used to purchase a single-
premium life insurance policy of 
$64,864. Your client purchases 
a long-term care acceleration-of-
benefits rider for two years and 
an extension-of-benefits rider for 
four more years. With the two 
riders (assuming long-term care 
benefits are needed), your client 
would get $32,432 annually for a 
maximum of six years, or $2,703 
monthly. If your client used all 
six years of his potential ben-
efits, the initial $50,000 invest-
ment would provide $194,592 
in long-term care benefits.  

The cost of the riders is also a 
factor. In the example above, a 
monthly fee is associated with 
each of the two riders for the 
first 10 years of the policy. The 
initial acceleration-of-benefits 
rider fee is $19.78 per month. 
The extension-of-benefits rider is 
$35.87 per month. For $55.65 per 
month, your client could secure 
nearly four times more than the 
initial investment in potential 
long-term care benefits. If your client 
doesn’t need long-term care, the death 
benefit of $64,864 would pass to the 
beneficiary upon your client’s death.

The cost of long-term care is another 
consideration is. Will the long-term 
care benefits cover the cost of the 
services your client needs? The aver-
age annual cost of long-term care in 
California ranges from $20,020 for 
adult day-care services to $83,950 for a 
semi-private room in a nursing home, 
according to the Dept. of Health and 
Human Services. In our example above, 
the $32,432 annual benefit may not 
be enough to fund care for this client. 
Compared to a traditional long-term 
care policy, an acceleration-of-benefits 
rider probably wouldn’t cover all neces-
sary care considering the rising costs 

of home health care and nursing home 
care. On the other hand, the benefits 
may limit the amount of self-funded 
and family-provided care your client 
would need. With the alternative being 
no long-term care coverage at all, even 
some assistance provided by such a 
rider would be beneficial to your client.

Many traditional long-term care 
policies offer built-in inflation protec-
tion. However, it is not an option with 

some hybrid policies, or it is offered 
as another rider for which your cli-
ent would have to pay additional 
fees. Inflation protection riders offer 
increasing long-term care benefits — 
typically 3% to 5% annually. If the 
cost of electing an inflation protection 
rider is not prohibitive for your client, 
adding it could increase their benefits 
considerably. Referring again to our 
previous example, if this client needed 
benefits at age 79 and had elected a 3% 
inflation rider, the monthly payout on 
the policy would be $3,331 and would 
continue to increase annually by 3%.  

It is important to make sure that 
your client understands the benefits 
and limitations of their policy. If a 
woman leaves her job to care for her 
husband in their home, is income 

replacement a qualified expense under 
a long-term care rider? In most cases, it 
is not. Covered expenses under a long-
term care rider vary by carrier. There 
may be a deductible or elimination pe-
riod. Pre-existing conditions may not be 
covered for a specific timeframe. Ben-
efits are usually triggered by a certifi-
cation from a licensed health-care prac-
titioner stating that the policyholder 
is unable to perform at least two of the 

six activities of daily living (ADLs) 
or is experiencing severe cogni-
tive impairment or loss of mental 
capacity. A prescribed plan of 
care from the physician is usu-
ally required. Be sure that your 
clients have a clear understanding 
of how and when they can access 
the benefits under their policy.

Before recommending a life 
insurance/long-term care hybrid 
policy to your clients, consider 
their need for enough life insur-
ance and the desire to provide 
for their loved ones. A linked-
benefit life insurance/long-term 
care policy with no additional life 
insurance may not be a viable op-
tion for clients who want to leave 
a legacy. They could exhaust the 
death benefit to pay for long-term 
care expenses, leaving little to no 
benefits for the surviving family. 
Be prepared to discuss alterna-
tives. A linked-benefit policy 
could be an excellent option for 
a client who has no life insur-

ance or insufficient life insurance 
and no long-term care in place. q
––––––––––
Brenda Salyer is a Life and Annuity 
Specialist and licensed insurance broker 
with Ritter Insurance Marketing (Rit-
ter). She received her B.A. from Ship-
pensburg University of PA and has been 
working in insurance and commercial 
real estate marketing for 14 years. Ritter 
is a national Field Marketing Organiza-
tion that solves the distribution needs 
of more than 70 insurance companies 
in the senior health and life markets. 
Ritter’s proprietary services, including 
a customized CRM system and quot-
ing tools, have earned the company 
its reputation as a technology leader 
in the insurance industry. For more 
information, visit www.ritterim.com.
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by Rich Lane

2014 has been 
a year of dy-
namic growth 

in the annuities 
industry. Fixed 
annuities, once 
viewed as a con-
servative invest-
ment strategy, 
emerged as an ac-
cumulation vehicle 
of choice for many 
soon-to-be retir-
ees. Fixed annuity 
purchases show 
no signs of slow-
ing in 2015. These 
five trends that 
can better posi-
tion brokers and 
producers to sell 
fixed annuities in 
the upcoming year:

 

The End Of Quantitative Easing 
Will Create Uneasy Investors

Although the Federal Reserve has 
ended its quantitative easing program, 
many investors are unsure how it 
will affect the stock market. As the 
potential for interest rates to rise ex-
ists, some annuities purchasers could 
be hesitant about investing in fixed 
annuities due to fear of rising rates. 
What many don’t realize about delay-
ing their purchase is that they may be 
hurting their accumulation potential. 
A fixed annuity’s compounded growth 
and tax-deferral status can grow 
savings faster than one may think. A 
year of tax deferral growth can have 
a great affect on your accumulation.

Purchasers Are 
Getting Younger

Half of all annuity purchasers are 
under 60, according to a recent LIMRA 
study. This age group opens a huge 
window of opportunity for expanding 
annuity sales. Like their predecessors, 
these purchasers are very concerned 
about retirement preparedness. Fixed 
annuities are a practical option for 
financially conservative clients — 
particularly those who want to see a 
return on their investment. Many who 
are preparing for retirement have a 
low risk tolerance; a fixed annuity can 
work well for those who don’t want to 
gamble with money they’ve worked so 
hard to accumulate for retirement.

Watch for New Products

Many clients choose fixed annuities 
because they provide protection from 
market volatility. Some carriers are 
hoping to capture those benefits in 
new products, including fixed indexed 
annuities, which are linked to mar-
ket indexes. Indexed annuities can 
help accumulate additional funds, but 

purchasers see selecting that type of 
product as more of a risk. Many carriers 
are hoping to create annuities that help 
expand options for consumers while 
providing the same rate of return.

 
The Benefits Of Wealth Transfer

A client may have set up a fixed an-
nuity as a way to accumulate assets. 
But by restructuring a payout, fixed 
annuities can be used to transfer money 
from a purchaser’s estate directly to 
select beneficiaries. Clients might not 
be aware that death benefits payable 
to their heirs, especially in large sums, 
could actually be a burden. The taxes 
associated with the proceeds could place 
beneficiaries in a different tax bracket 
and/or eat up a significant portion of an 
inheritance. Fixed annuity payments 
can help spread out that impact.

New Annuity Carriers Could 
Mean Increased Risk

Fixed annuities have been an attrac-
tive investment vehicle for more than 
just individual purchasers. Many 
companies have added annuities to 
their investment options to capitalize 
on new purchasers. Although many 
products might fit a client’s basic 
needs, a new or inexperienced carrier 
could represent a long-term risk.

It’s important for a broker to select 
a product that helps meet clients’ 
investment and accumulation ob-
jectives — not just something that 
increases their personal bottom 
line. When investigating options, 
consider things such as long-term 
investment outlook, industry rat-
ings and investment stability. q
––––––––––
Rich Lane is director of individual an-
nuity sales and marketing for Stan-
dard Insurance Company. For more 
information, visit www.standard.com.

Brokers should consider these factors when selling in the New Year

Five Trends for
Fixed Annuities in 2015
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 Brokers are likely to continue 
to experience less money for more 
work, but then also find new 
ways to replace lost revenues. 

Within the medical maelstrom that 
is healthcare, one constant is true. As 
your eyes are windows to the soul, so 
your teeth and gums are the pathway 
to your overall health. As has been 
documented by numerous studies, 
people who consistently practice good 
oral hygiene are less likely to have poor 
health. The medical community already 
knows that the opposite is true, and 
that various periodontal and other oral 
health problems lead to Alzheimer’s, 
low birth weight in babies, cancers, 
heart disease, diabetes, and worse.

What does that mean to Californians? 
Dental care is on the way. According 
to Covered California, the exchange 
is offering new family dental plans to 
consumers who enroll in health insur-
ance coverage in 2015. Additionally, 
all individual health insurance plans 
sold through the Covered California 

exchange will include pediatric dental 
benefits for members younger than 19.

Covered California Executive Director 
Peter V. Lee said, “This is great news for 
families and children because all chil-
dren enrolled in Covered California will 
have dental coverage embedded in their 
comprehensive health plan. They will 
be getting better coverage and more for 
their money. One downside, however, is 
there is no financial assistance available 
for the optional adult dental benefits.” 

The Sacramento Business Journal re-
ported in late 2014 that, starting in 2015, 
employers will be able to offer separate 
dental plans for adults. These benefits 
will be employee paid, with no additional 
cost to employers. Pediatric dental care 
is a basic benefit already offered as part 
of health coverage. This will continue.

Dental carriers that intend to offer 
products in Covered California in 2015 
include: Access Dental Plan, Blue Shield 
of California, Delta Dental of Califor-
nia, Dental Health Services, Guard-
ian, Liberty Dental Plan of California, 

Dental Insurance4by Mark Roberts 

I
t’s a new year, and with it brings expectations of 
new opportunities. For the health care community, 
one huge event is the advent of new ways to in-
crease healthier lifestyles while decreasing costs. 

Individual consumers are going to face a gauntlet of 
choices for providers, carriers, and plans. Employers 
are going to see more options for private exchanges, 
voluntary benefits, and government requirements.

Managed Dental Care of California, 
MetLife, Premier Access and Safeguard 
Health Plans Inc. available through the 
Small Business Health Options Pro-
grams (SHOP) program. SHOP is open 
to California businesses with 50 or fewer 
employees. And, there is no requirement 
to enroll or penalty for not participat-
ing. Some small business owners are 

eligible for a tax credit if they do sign up.
Additionally, one fly in the ointment 

is the maximum out-of-pocket—reduc-
tion for 2015 dental cost limits. Solstice 
Benefits reports that a March 2014 final 
rule released by the Health and Human 
Services Department (HHS) outlines 
revisions to the Affordable Care Act 
(ACA) including significantly reduced 
dental maximum out-of-pocket cost lim-
its for all exchange certified stand-alone 
pediatric dental plans sold inside and 
outside the public exchanges in 2015.

This revision leaves many in the 
dental insurance industry pondering 
what the effects will be to the industry, 
to consumers, and to the children the 
pediatric dental benefit serves. As their 
trusted insurance broker, your role 
will be to guide your client’s under-
standing of the 2015 ACA changes.

The maximum out-of-pocket 
applies in the following:
•  Federally facilitated marketplaces
•  State-based marketplaces
•  Marketplace-certified plans sold 

outside the marketplaces in the small 
group and individual markets. 
Without satisfactory time or data 

to analyze experience under the 2014 
maximum out-of-pocket limits, it is not 
clear, yet, how the lower maximum 
out-of-pocket in 2015 and beyond will 
affect plan designs, premiums, and the 
purchase of standalone pediatric essen-

2015
Dental
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tial health benefits. Maximum out-of-
pocket rules are tricky and complicated. 
It’s best for employers to consult with 
tax counsel and benefits advisors when 
navigating the ACA regulatory sea.

What about buying dental plans on 
line? A number of online resources are 
available whether individuals have the 
luxury of going through an employer 
for dental insurance or are looking for 
individual plans. It can be difficult to 
choose a company when there are so 
many out there — from major insur-
ance providers to dental-specific insur-
ance companies, to companies that offer 
plans from a number of providers. 

It’s relatively easy for some savvier 
consumers to search for an individual 
plan on sites like DentalPlans.com; 
but with so many choices to research, 
the options can be somewhat over-
whelming for the average shopper. 
That’s one reason why brokers and 
agents have an advantage. You should 
already know your market, and your 
client, and be able to offer the best 
options out of so many available. 

But for employers, it’s not that 
easy. Group dental is an altogether 
different animal. Since most dental 
plans are now voluntary for employ-
ees, employer-paid plans are going 
away like the dinosaurs — soon to 
be extinct. Plus, the participation 
rates are usually pretty low, espe-
cially if there is no subsidy provided 
to offset the premiums. Many people 
assume that employer sponsored 
dental plans are automatically a good 
deal because you’re receiving a group 
rate, but this isn’t necessarily true. 

When evaluating a group dental 
plan, make sure to really look at the 
monthly payments, the annual maxi-

mum and the co-payments. Employ-
ers may offer a great plan that’s only 
$20 a month to cover an employee’s 
entire family with a generous annual 
maximum, or a mediocre plan that’s 
$40 a month with a $1,000 annual 
maximum. With the former, employees 
can really benefit, but with the latter, 
they’re probably wasting their money. 
If the employees pay for the entire pre-
mium, the cost can be too burdensome 
for many employees; part timers, retir-
ees, and hourly workers usually won’t 
buy. You should do the math for indi-
vidual situations to determine whether 
you’re likely to come out ahead. 

Finally, there is some positive news 
about transparency in the dental busi-
ness. Governor Jerry Brown recently 
signed into law a bill that increases 
the accountability and transparency of 
dental insurance plans in the state, ac-
cording to the California Dental Associa-
tion. The bill establishes standardized 
requirements for dental plans to disclose 
how they spend patient premium dollars 
and puts the state on a path to establish 
a minimum percentage of consumer 

premium dollars on patient care. 
The CDA President stated that this bill 

will shine a light on dental plan spend-
ing, which should incentivize plans to im-
prove the value of their products and will 
help guide the state toward an appropri-
ate minimum standard for spending on 
patient care. Hopefully, dental sticker 
shock should be reduced as plans imple-
ment changes. This is good for brokers as 
a major selling point. There is still good 
money to be made selling dental plans 
whether you push fully or self-insured 
plans, indemnity plans, or discount 
plans as a supplement or dual option. 

Dental is still a needs based product 
for most people, and it’s expensive for 
major dental work like crowns, root 
canals, implants and orthodontia. If you 
have to choose between making your 
mortgage payment and buying food over 
getting your teeth fixed, guess which 
category wins the day. That’s why the 
push for affordable dental care is so 
great. Research by the US Health & 
Human Services Administration shows 
dental care is a huge health care cri-
sis. Here are some current statistics:
•  Dental care is the most prevalent 

unmet health need of children in the 
United States — seven times greater 
than asthma related illnesses.

•  An estimated 17 million chil-
dren in America go without 
dental care each year.

•  More than 51 million school hours 
and 164 million work hours are lost 
each year due to dental disease, lead-
ing to increased educational dispari-
ties and decreased productivity.

•  Approximately 43% of America’s lack 
dental insurance, including more than 
20 million children, almost 3 times the 
population lack medical coverage.

•  Emergency room visits for den-
tal care is the highest in his-
tory with over 1 billion dollars per 
year in tax payer funded care. 
The shift toward better oral hygiene 

is definitely on the upswing with more 
demand in the market for access to 
quality dental care and affordable dental 
plans. California is making some prog-
ress. Good things are happening, but just 
not fast enough. The question remains 
about when a tipping point will be 
reached for broader, more easily acces-
sible, cost effective, and less regulated 
care. For now, it’s still a distant ship on 
the horizon of an ever changing sea.  q
–––––––––
Mark Roberts’ professional sales back-
ground includes over 30 years of sales and 
marketing in the tax, insurance and in-
vestment markets. Mark is a licensed life, 
health and accident insurance agent in all 
50 states and DC, for insurance products 
and discount health plans. Mark has also 
been writing a health care blog for the 
past 7 years, (www.yourbesthealthcare.
blogspot.com), which is a topical weblog 
about various health care issues. You can 
reach Mark at MarkR1955@gmail.com.

If you have to choose 
between your mortgage 
payment and buying 
food over getting your 
teeth fixed, guess which 
category wins the day. 
That’s why the push 
for affordable dental 
care is so great.
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Beyond the cost savings, one of the 
benefits of a group legal plan is that 
it removes the employee’s burden of 
finding a reputable lawyer for 
common legal issues. With a 
group legal plan, employees do 
not have to research attorneys 
because the plan provider 
has already done so and can 
immediately refer them to 
a qualified attorney close to 
their home or workplace. 

Attorneys can provide a 
wide range of assistance on 
issues that affect an em-
ployee’s future. From estate 
planning and elder care issues to 
debt and financial issues, having ac-
cess to affordable legal services can 
give employees peace of mind when 
it comes to planning for the future.

Wills and Estate Planning

Creating a will is a common reason 
most people sign up for a legal plan, but 
there are many other ways a legal plan 
can help you plan for the future. Many 
of the legal documents that are neces-

sary to ensure that a person’s wishes 
are carried out (also known as “advance 
directives”) must be drafted by an estate 

planning attorney. Common advance 
directives include: a living will, power of 
attorney, trusts, living trusts, and wills.

Here are some examples of  situations 
in which a legal plan helps people with 
issues concerning wills and living wills:

Although Jessica is only in her 30s, 
she has decided she should draft a 
will. After working with a attorney 
to complete the will, Jessica finds 
out that her legal plan also covers 
amendments and codicils, so she can 

Prepaid Legal4by Marcia Bowers 

N
early 75% of Americans agree that plan-
ning for the future and protection of assets 
is important; however, only one-third actu-
ally have the necessary legal documents to do 

so, according to an AARP study. Many people can-
not afford such services, or find the prospect of lo-
cating and working with an attorney daunting. 

make changes to her will as needed. 
Since Jessica is still fairly young, she 
realizes how valuable this will be as 
circumstances change in her life. 

John feels strongly that he should 
be able to determine what hap-
pens to him if he is put on life sup-
port and not able to communicate. 
After signing up for his company’s 
legal plan, John meets with an at-
torney to draft a living will, which 
will instruct his family and doctors on 
his wishes concerning life support.

Employees without access to a 
legal plan can easily spend an aver-
age of $290 per hour to get legal 
counsel to complete these docu-
ments. This average hourly cost is 
more than the enrollment fee for a 
full year of most group legal plans.

Elder Care

More and more Americans have finan-
cial planning responsibilities not only 
for themselves, but also for a loved one. 
In fact, more than 65 million people, 
or 29% of the U.S. population, provide 
care for a chronically ill, disabled, or 
aging family member, according to 
an AARP survey. From choosing the 
right nursing home, to setting up a 
power-of-attorney to finding answers to 
Medicaid questions, employees have a 

lot of legal issues to consider when 
planning for the future of a loved 
one. The following are examples 
of a how a legal plan can come 
into play for elder care issues: 

Mary’s widowed father has just 
been diagnosed with dementia. 
Realizing that the disease may 
take away her father’s ability to 
make decisions about his own 
healthcare or finances, Mary con-
sults an attorney in her legal plan 
network who recommends a du-

rable power-of-attorney. This power-of-
attorney will allow Mary to make deci-
sions on behalf of her father should the 
need arise. Without this legal document 
prepared in advance, Mary would likely 
have to go through the costly process 
of working through the court system to 
appoint a conservator or guardian once 
her father is unable to make decisions.

Tim’s wife has Parkinson’s disease. 
The couple is looking into long-term 
care options. Realizing their savings 

Help Employees 
Plan for the 
Future with Legal 
Employer Benefits
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won’t cover the high expense of skilled 
nursing care for very long, Tim is con-
sidering applying for Medicaid. After 
consulting with an attorney, Tim real-
izes that there are some ways he can 
still protect his assets even after he ap-
plies for Medicaid coverage. Most legal 
plans provide coverage for elder care 
legal issues; providing peace of mind 
to employees that they have someone 
to turn to for advice should they find 
themselves in the caregiver role.

Financial Issues

A recent American Bar Foundation 
survey found that 25% percent of 
Americans surveyed reported at least 
one legal problem involving debt; and 
21% reported at least one situation 
involving money. Financial matters 
often translate into legal matters, and 
create the need for an attorney to help 
put an employee back on the right path. 

A group legal plan provides ac-
cess to attorneys for a wide range 
of financial-related legal matters. 
Here are some examples of how a 
legal plan can help with financial is-
sues that affect employees’ future:

After Michelle and her husband 
divorce, she’s in financial trouble and con-
sidering declaring bankruptcy. Michelle 
contacts her legal plan’s client service 
center and describes her issue. Within 
minutes, she is given the name and 
contact information of a nearby attorney 
who specializes in personal bankruptcy. 
The attorney gives her the informa-
tion she needs to make an informed 
decision about her financial future.

Jim just read about a credit card breach 
at a store where he shops frequently. 
Although he has not yet seen any fraudu-
lent activity on his account, he is con-
cerned about the possibility that his per-
sonal information was leaked. Realizing 
that his legal plan covers identity theft 
issues, Jim contacts an attorney to find 
out what actions he should take to protect 
himself. Jim walks away with infor-
mation on how he can protect himself 
from any future identity theft issues.

Having an attorney to consult on 
financial-related matters is a top ben-
efit for legal plan members. A growing 
number of employers are implement-
ing legal plans to help employees 
resolve financial and legal problems. 

With ever-increasing health care 
costs, employers need to maximize 
the value of their benefit programs to 
retain talent while minimizing costs. A 
voluntary benefit, such as a group legal 
plan, can meet the needs of your cli-
ent’s employees now and in the future 
while giving them peace of mind.  q
––––––––
Marcia Bowers is director of Sales and 
Marketing for Hyatt Legal Plans, a 
MetLife company. She has 20 years of ex-
perience in the employee benefit business 
and has implemented group legal plans 
for hundreds of employers. She has con-
ducted consumer research and developed 
thought leadership articles regarding 
the value of legal services for employers 
and employees alike. Bowers earned a JD 
from the University of Akron School of 
Law and belongs to the Cleveland Chap-
ters of the American Advertising Federa-
tion and Sales and Marketing Executives. 
With 1,700 sponsors, Hyatt Legal Plans is 
the market leader in group legal ser-
vices and was recently named Customer 
Service Department of the Year at the 
American Business Awards. For more 
information, visit www.legalplans.com.
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Many U.S. expatriates are covered 
under employer-sponsored plans, which 
have been given special consideration 
under the ACA. But many others don’t 
qualify for group benefits. Instead, they 
must look to the individual expat mar-
ketplace. This puts a sizeable population 
of Americans in a real conundrum. 

No international expatriate plans in 
the individual market automatically 
meet the definition of minimum essential 
coverage (MEC). If there is a silver lining, 
it’s that U.S. citizens who are outside the 
states for 330 days or more in a 12-month 
period are not required to maintain 
MEC. This population is deemed to have 
met the individual mandate. However, a 
large number of expatriates don’t meet 
that exact 330-day threshold and are 
likely to be subject to tax penalties. They 
face the prospect of paying the shared 
responsibility payment if they select 
an expatriate health insurance plan 
that covers them comprehensively at 
home and abroad. Ironically, the intent 
of the law was to ensure that people 
have substantial coverage. Since many 
expatriate workers are high income wage 
earners, the penalty in 2015 is likely to 
be 2% of income above the filing thresh-
old (subject to the cap). It represents 

a surcharge based solely on lifestyle. 
Purchasing a standard U.S. health 

plan puts expatriates in peril. Most U.S. 
domestic health plans don’t have creden-
tialed international provider networks, 
and don’t provide coverage for non-emer-
gency care outside the U.S. As a result, 
these domestic plans will never provide 
meaningful protection for expatriates 
living abroad. Essential health benefits, 
such as preventive care, vanish when 
international boundaries are crossed. 

Even a high-end Platinum level plan, 
purchased on an exchange, resembles 
catastrophic coverage when you try to 
use the coverage in China or the United 
Kingdom. Traditional domestic cover-
age, which provides limited benefits, 
can expose American’s living abroad to 
unnecessary medical risk and substantial 
additional out-of-pocket expenses. Enroll-
ment in a healthcare exchange requires 
that the insured be lawfully present in 
the United States. The law did not fully 
consider residency status for Americans 
who live overseas. At the same time, 
these people are financially punished if 
they spend more than 35 days visiting 
their homeland. Many unintended conse-
quences seem to emerge because the law 
was built to cover Americans in America. 

Travel Insurance4by Brendan Sharkey

T
he growth in globalization is indisputable. With it, 
comes the need for American companies to send 
employees around the world. According to the 
State Dept., 4 million to 6 million Americans live 

outside the United States. This brings up critical ques-
tions about ACA eligibility and the individual mandate. 

An alternative is for the expat is to 
buy a domestic health plan for coverage 
stateside and an international policy 
for coverage outside the United States. 
This approach offers adequate cover-
age and services. Keep in mind that 
this approach comes at an additional 
premium cost, and can mean paying two 
out-of-pocket maximums. The ultimate 
decision about what an expat buys comes 
down to examining their travel itiner-
ary and crunching all the numbers. 

Here is a short list of FAQs to help 
you and your clients understand the 
basics of expat coverage and ACA: 
1.  Are U.S. citizens living outside the 

U.S. affected by the ACA? You are 
exempt from ACA rules if you live 
outside the U.S. for 330 days or more 
per calendar year. You meet ACA 
requirements if you are covered by 
an expatriate group plan purchased 
in the U.S. by your employer. Certain 
rules apply if you don’t fall into either 
of these categories. (See below).

2.  Are non-U.S. citizens living inside 
the U.S. affected by the ACA? ACA 
rules apply if you are a permanent 
legal resident (Green Card holder) or 
a resident alien as defined by the IRS. 
Foreign Nationals who are here for 
study, vocation, or teaching are typi-
cally exempted from IRS tax penalties. 

3.  Does travel outside the U.S. affect a 
U.S. resident’s obligations under the 
ACA? No, short-term travel outside 
the U.S. has no bearing on a U.S. 
resident’s obligations under the ACA.

4.  Are non-U.S. citizens traveling inside 
the U.S. affected by the ACA? No, 
unless you are a permanent legal resi-
dent or a resident alien, you are typi-
cally exempt from ACA requirements.

5.  What ACA rules apply? If you are 
subject to ACA rules, you are ex-
pected to meet the Individual Man-
date each calendar year, or you will 
be subject to tax penalties when 
you file your Federal tax return.

6.  Do plans that meet the Individual 
Mandate function well outside 
the U.S.? Plans that are available 
through https://www.healthcare.gov, 
online exchanges operated by certain 
states, as well as websites operated 
by health insurers and health insur-
ance brokers, are not designed for care 
outside the U.S. So they expose the 

International 
Expatriate Coverage 
and ACA – What 
Expats Encounter 
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policy holder to significant financial 
risk. Patients outside the U.S. bear 
substantial costs of medical emer-
gencies, preventive care, or routine 
illnesses when they purchase a plan 
that meets the Individual Mandate.
Should customers purchase an expat 

plan and a domestic health plan? It 
depends on a number of factors, such 
as your income level, travel itiner-
ary, and your choice of health plan. 
Some expatriates buy a bronze plan 
for U.S. coverage and supplement it 
with an overseas expat policy. Oth-
ers buy an expat policy with over-
seas and U.S. coverage combined. 
––––––––
Brendan Sharkey is the director of 
Individual Products for GeoBlue. From 
the nuts and bolts of international health 
insurance to the crucial themes of global 
health and safety, He’s frequently called 
upon to discuss global insurance. His 
contributions include CNBC “Squawk 
Box”, WGN AM Talk Radio, Forbes, The 
Wall Street Journal, NY Times, USA 
Today, LA Times, among others. To con-
tact him email bsharkey@geo-blue.com.

Overseas Treatment
Scenarios for U.S. Expatriates
The following medical scenarios illustrate how one particular expatriate medi-
cal coverage plan functions overseas compared to a standard U.S. domestic 
health insurance plan: 
Preventive care, a colonoscopy, for 50-year old at Beijing United Hospital:
•  Colonoscopy charge: $3,200 
•  Anesthesia charge: $400 
•  Total: $3,600
The member would have no out-of-pocket expense under the expatriate medi-
cal coverage plan. But the out-of-pocket expense would be $3,600 under a 
domestic Platinum plan. U.S. domestic health plans don’t generally cover pre-
ventive screenings overseas. 
Outpatient treatment for routine sickness, strep throat, at Harley Street Clinic 
in London:
•  Office consult charge: $255 
•  Office laboratory charge: $65 
•  Antibiotic prescription charge: $15 
•  Total: $335 
The expatriate medical coverage plan would have an out-of-pocket cost of 
only $10. That $10 copay is waived when you schedule the visit through the 
24/7 assistance center. In contrast, the member’s out-of-pocket expense 
with the domestic Bronze plan would be $335. U.S. domestic health plans 
don’t usually cover routine sickness, lab fees, and prescriptions overseas. 

Sometimes it’s good 
to have a lot on 

your plate.

With a wide range of international health plans providing coverage for expats, 
travelers, students, missionaries and more; GeoBlue keeps your plate full of options.

Our network of elite physicians in over 180 countries extends an all-access pass to an 
exclusive level of care worldwide. And because each GeoBlue policy is U.S. licensed 
and offers the most complete set of benefits and services in the industry, you can feel 

confident that your clients expectations will be exceeded.

To sweeten the deal, GeoBlue can offer you 15% new business  
and 7.5% renewal commission! So what are you waiting for?

Sign up to become an agent today at www.geobluetravelinsurance.com or call toll-free at (855) 484-2583.
©2014 GeoBlue. All Rights Reserved. GeoBlue is a trade name of Worldwide Insurance Services, LLC, an independent licensee of the Blue Cross and Blue Shield Association.
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1.  Which of the following 
does your plan cover?

Embrace Pet Insurance: 
•  Cancer 
•  Chronic disease, such as dia-

betes and heart problems 
•  Continual coverage for the 

above upon renewal 
•  Hereditary and congenital disease 
•  Medical conditions com-

mon to a pet’s breed

Hartville Pet Insurance Group:
•  Cancer
•  Chronic disease, such as dia-

betes and heart problems
•  Continual coverage for the 

above upon renewal
•  Hereditary and congenital disease 

– both hereditary and congenital 
conditions are covered on two plans.

•  Medical conditions com-
mon to a pet’s breed

Pets Best Insurance Services, LLC:
•  Cancer
•  Chronic disease, such as dia-

betes and heart problems
•  Continual coverage for the 

above upon renewal
•  Hereditary and congenital disease
•  Medical conditions com-

mon to a pet’s breed 
•  The BestBenefit accident and ill-

ness plans offered by Pets Best 
Insurance Services, LLC cover all 
of the conditions listed above.

Veterinary Pet Insurance (VPI):
•  Cancer
•  Chronic disease, such as dia-

betes and heart problems
•  Continual coverage for the 

above upon renewal
•  Hereditary and congenital disease
•  Medical conditions com-

Pet Insurance4by Leila Morris

R
uff ruff. meow. ssssss. sweak, 
sweak. With more families than 
ever having pets, Pet insur-
ance has become an increas-

ingly attractive employee benefit.

mon to a pet’s breed
VPI offers a wide variety of cover-

age options and price points. VPI’s 
most popular medical plans provide 
benefits for diagnosis and treatment 
of cancer and chronic conditions such 
as allergies, diabetes, kidney failure, 
heart problems, etc. That coverage 
continues year after year, as long as 
the VPI policy is in force. Addition-
ally, VPI’s Major Medical Plan in-
cludes up to $750 in benefits towards 
a plethora of hereditary conditions 
after the policy has been in effect for 
12 months. VPI also covers a variety 
of conditions common to particular 
breeds. For example, back injuries are 
common to Dachshunds and Cocker 
spaniels are known to have ear infec-
tions, both of which are covered by 
VPI’s medical plans. It is also common 
for Labrador retrievers and other active 
large breed dogs to tear their cruciate 
ligament (aka ACL), a condition that 
is covered by VPI’s medical and injury 
plans after the policy has been in effect 
for 12 months. Pre-existing condi-
tions are excluded from coverage. VPI 
does not cover congenital conditions 
as they are considered pre-existing. 

2.  Does your plan cover routine 
care like annual exams, 
vaccinations, blood work 
and dental cleanings? 

Embrace Pet Insurance: That cover-
age is not part of our accident/illness 
insurance coverage but is available as 
an add-on called Wellness Rewards, 
which has two levels: $200 Wellness 
Rewards Basic and $400 Wellness 
Rewards Plus. More on  that program 
here: http://www.embracepetinsur-
ance.com/coverage/wellness-rewards

Hartville Pet Insurance Group: Yes, 
we have two available options for well-
ness that may be added to coverage.

Pets Best Insurance Services, 
LLC: Our BestWellness plan provides 
coverage for annual exams, vaccina-
tions, blood work, dental cleanings 
and other preventative and routine 
care items. There is no deductible or 
co-pay. The plan covers up to $505 in 
annual benefits for dogs and up to $565 
in annual benefits for cats. A list of 
covered services for dogs and cats can 

A Survey of 
Pet Insurance 
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be found here: http://www.petsbest.
com/pet-insurance-plans/routine-care.

VPI: VPI’s Pet Wellness Plans and Rid-
ers provide coverage for routine services 
pet owners do every year such as exams, 
vaccines, flea/heartworm protection, 
dental cleanings, and even nail trims! 

3.  How is your reimbursement 
calculated – as a percentage 
of the veterinarian’s bill 
(if so what percentage), 
or as a percentage of 
a benefit schedule?

Embrace Pet Insurance: Percentage 
of the veterinary bill – reimbursement 
is  available at 90%, 80% and 65%.

Hartville Pet Insurance Group: Re-
imbursements are paid as a percentage 
of usual and customary covered costs. 
Insurance holder can choose 90%, 80% 
or 70% reimbursements of these costs.

Pets Best Insurance Services, 
LLC: Pets Best provides 70%, 
80%, 90% or 100% reimbursement 
of the veterinarian’s bill. Clients 
choose the reimbursement level 
for their plans when they enroll. 

VPI: VPI reimburses 100% of the 
veterinary invoice after the annual 
deductible is met up to the limit of 
the benefits for the covered condition, 
procedure, or service. VPI’s deduct-
ible is an annual deductible, not a per 
incident deductible. No deductible 

applies to the coverage available under 
the Pet Wellness Plans and Riders.

4.  Can a member choose 
any veterinarian?

Hartville Pet Insurance Group: Yes

Pets Best Insurance Services, LLC: 
Yes, Pets Best policyholders can visit 
any licensed veterinarian in the world.

VPI: Pet owners can visit any li-
censed veterinarian worldwide in-
cluding emergency and specialists. 

5.  Does the plan use a 
benefit schedule?

Hartville Pet Insurance Group: No

Pets Best Insurance Services, 
LLC: No, we offer reimbursements 
based on the actual veterinarian bill.

VPI: Yes, benefit schedule allows 
pet owners to experience overall 
lower costs and receive comprehen-
sive coverage for the things they 
seek medical care for most. In fact, 
based on VPI’s claims data, 86% of 
veterinary visits cost under $500. 

6.  What pre-existing conditions 
are not covered?

Embrace Pet Insurance: Embrace 
distinguishes between curable and 
incurable pre-existing conditions. 
We are never able to cover pre-
existing incurable conditions — like 
diabetes or allergies. Curable condi-

tions – like ear infections or broken 
toenails – can be covered moving 
forward if the pet is symptom free for 
12 months. More information about 
pre-existing conditions can be found 
here: http://www.embracepetinsur-
ance.com/coverage/pre-ex-conditions

Hartville Pet Insurance Group: 
If a condition is cured and free 
from treatment for 180 days they 
may be covered in the future.

Pets Best Insurance Services, 
LLC: If a pre-existing condition 
becomes cured at any time, then it 
is automatically eligible for coverage 
if it should reoccur. If a condition is 
manifested or present prior to cover-
age, including the waiting period, 
then it is ineligible for coverage.

VPI: Pre-existing conditions are not 
covered. VPI does offer the opportunity 
for a curable pre-existing condition to 
be reviewed for future coverage after 
the pet has been healthy for at least six 
months and is not currently receiving 
treatment. Additionally, VPI does not 
note pre-existing conditions on a policy 
if the condition occurred during the poli-
cy period. This means continuous cover-
age for chronic conditions that mani-
fested after the policy became effective.

7.  Does the policy provide 
lifetime coverage?

Hartville Pet Insurance Group: Yes
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Pets Best Insurance Services, 

LLC: Yes, and we have no up-
per age limits (nor do we reduce 
coverage for senior pets).

VPI: As long as their policy is 
in force, VPI offers continual 
for the lifetime of their pet. 

8.  Does your company 
have a lot of experience 
providing pet insurance?

Embrace Pet Insurance: Yes 

Hartville Pet Insurance Group: Yes, 
the agency that provides ASPCA Pet 
Health Insurance was founded in 1997.
Pets Best Insurance Services, 
LLC: Yes, Pets Best founder Dr. Jack 
Stephens also founded the pet insur-
ance industry in North America in 
1981. He launched Pet Best in 2005, 
and he has 33 years of experience in 
pet insurance. Pets Best is among 
the more established and largest 
pet insurance brands in the U.S.

VPI: VPI is the first and largest pet 

health insurance company in the 
United States and has been protect-
ing America’s pets since 1982. During 
that time, more than 50 pet health 
insurance companies have come and 
gone. With more than 500,000 in-
sured pets, VPI has more insured pets 
than all other pet health insurance 
companies combined. Additionally, 
VPI is a Nationwide company (Na-
tionwide is a Fortune 100 company). 

9.  Are there age cut-
offs for coverage?

Embrace Pet Insurance: To purchase 
full accident and illness coverage a 
pet must be enrolled before their 15th 
birthday. Pets over age 14 can purchase 
accident only coverage. Once a pet is 
enrolled, they are covered for life.

Hartville Pet Insurance Group: 
Illness coverage is available for cats 
14 years and younger and dogs 12 
and under at initial enrollment. All 
pets, regardless of age or health, are 
eligible for important accident protec-
tion and wellness care coverage.

Pets Best Insurance Services, 

LLC: Dogs and cats are eligible for 
coverage starting at 7 weeks of age. 
We have no upper age limits. 

VPI: VPI offers coverage for pets of 
all ages. As long as the pet is enrolled 
under the age of 10, VPI’s plans will 
provide lifetime coverage as long as 
their VPI policy is in force. VPI’s Pet 
Wellness Plans do not have an up-
per age limit for enrollment. Pets 10 
years of age and older can enroll in 
a new policy on one of these plans. 

10.  Does you plan offer 
discounts on care 
or supplies? 

Embrace Pet Insurance: As part 
of every policy, we offer free 24/7 
service with VetLive, an online 
vet answer service. That’s the only 
additional discount/perk currently. 

Hartville Pet Insurance Group: No, 
however we do offer discounts on our 
base premiums for qualified groups.

Pets Best Insurance Services, 
LLC: There is coverage for some sup-
plies in the BestBenefit plans. For 
instance, if a pet has diabetes and 

needs insulin shots, the cost of the 
needles is covered. Pet parents who 
sign up for the monthly Pets Best 
newsletters get access to various 
discounts offered by participating pet 
supply and care vendors. But other-
wise, our plans do not have discounts 
in place for care and supplies. 

VPI: When a company adds VPI to its 
benefits package, employees are eligible 
for a five percent discount on their 
base plan premium. VPI policyhold-
ers have access to discounts on various 
pet related supplies and services. VPI 
also offers a multiple pet discount. 

11.  Please provide contact 
information for agents 
and brokers to reach 
your company

Embrace Pet Insurance: http://www.
embracepetinsurance.com/employers
Hartville Pet Insurance Group: 
Please visit us at: http://www.aspca-
petinsurance.com/partner-with-us/
brokers/pet-insurance-brokers.aspx

Pets Best Insurance Services, LLC:
Matt Hands
Business Development Manager
Pets Best Insurance Services, LLC
agents@petsbest.com
1-888-217-2731
www.petsbest.com 

VPI: Brokers can reach VPI at 855-
VPI-4944 or visit the company’s 
Voluntary Benefits site at www.
VPIVoluntaryBenefits.com. q
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Healthcare
Consumerism Kicks
Into High Gear
Employers took action on several fronts 
to hold down growth in the average per-
employee cost of health benefits to 3.9% in 
2014. While this was a bigger increase than 
last year’s historically low increase, it is still 
well below the 7% average rate of growth 
over the past 15 years, according to a survey 
by Mercer. Total health benefit cost averaged 
$11,204 per employee in 2014; this includes 
employer and employee contributions for 
medical, dental and other health benefits. 
Employers predict that in 2015 their health 
benefit cost per employee will rise 4.6%. This 
increase reflects changes they will make to 
reduce costs. If they made no changes to 
their plans, they estimate that cost would 
rise by an average of 7.1%.

Julio A. Portalatin, president and CEO of Mer-
cer said, “Employers have done a remarkable 
job of holding down health cost growth for the 
past few years. But with enrollment almost cer-
tain to rise in 2015 as major ACA provisions go 
into effect, they’ll need to intensify their efforts. 
The strong interest they’re showing in private 
exchanges suggests that this new benefit de-
livery system is the innovation they have been 
waiting for.”

Helping to hold down cost growth in 2014 
was the largest one-year increase in enrollment 
in high-deductible consumer-driven health 
plans (CDHP), from 18% to 23% of all covered 
employees. In addition, 3% of large employers 
(those with 500 or more employees) moved 
to a private exchange in 2014 (or for 2015) to 
provide benefits to their active employees and 
another 28% say they are likely to do so within 
the next five years.

Many employers expect to spend more in 
2015 when the ACA requires them to extend 
coverage to employees working 30 or more 
hours per week. Thirty-eight percent are affect-

ed by this rule. While some have already taken 
steps to comply, the majority will do so in 2015. 
Employees who have chosen not to elect cover-
age in the past now have a stronger incentive 
to do so — as the minimum tax penalty for not 
getting coverage rises to $325 for 2015 from 
just $95 this year.

Employers of all sizes, but especially large 
employers, added consumer-directed health 
plans in 2014. CDHP offerings jumped from 
39% to 48% among employers with 500 or 
more employees, and from 63% to 72% among 
jumbo employers. CDHP enrollment spiked 
from 18% to 23% of all covered employees 
while enrollment in HMOs fell to just 16%, 
which is the lowest level of enrollment seen 
since the survey began in 1993. Enrollment in 
traditional PPOs fell from 64% to 61%.

Many employers that did not already cover 
all employees working 30 or more hours said 
they would add a lower-cost plan for newly eligi-
ble workers, which may have helped fuel CDHP 
growth in 2014. The average cost of coverage 
in a CDHP paired with a tax-advantaged health 
savings account is 18% less than coverage in a 
PPO and 20% less than in an HMO: $8,789 per 
employee, compared to $10,664 for PPOs and 
$11,052 for HMOs.

Offering these plans is a top strategy for 
employers looking to avoid the “Cadillac tax” 
in 2018. The 40% excise tax on health cover-
age costs more than $10,200 for an individual 
or $27,500 for a family. Mercer estimates that 
about a third of employers are at risk for trigger-
ing the tax in 2018 if they make no changes to 
their most costly plan.

Mercer’s past five annual surveys have 
shown that employers remain committed to 
offering health coverage. In 2014 the number 
of employers that expect to drop their plans 
and send employees to the public exchange 
fell even further. Just 4% of all large employers 
say they are likely to terminate their employee 
health plans in the next five years, down from 
6% in last year’s survey. And while small em-
ployers are still more likely to be considering an 
exit strategy, the number of those with 50 to 
199 employees that say they are likely to drop 
their plans fell from 23% in 2013 to just 16% in 
2014. For more information, visit www.mercer.
com/ushealthplansurvey.
–––––––––
Many Americans Prefer 
High-Deductible Plans
More than four in 10 Americans prefer a 
high-deductible plan with a lower monthly 
premium, according to a Bankrate.com 
report. Millennials and people with household 
incomes of $30,000 to $49,999 are the 
most likely to prefer a high premium/low-

deductible plan. Higher income Americans 
($50,000 and up) and those 30 to 64 years 
are more likely to prefer a low premium/high-
deductible plan. “While a low health insurance 
premium can be very attractive, you don’t 
want to make the mistake of focusing too 
much on your monthly payment. Especially 
for older Americans who may require more 
doctor visits than their younger counterparts, 
a low premium/high-deductible plan could 
actually cost more in the long run,” said Doug 
Whiteman, Bankrate.com insurance analyst.
Despite efforts by the Obama Administration 
to improve the health insurance exchanges, 
most Americans still dread shopping for their 
health insurance. In fact, 82% of Americans 
who recently shopped for health insurance 
say that it’s just as bad as or even worse than 
doing your own taxes.

The study also reveals the following about 
Americans:

32% say they feel more negative about the 
Affordable Care Act’s effect on their own health 
care compared to a year ago – more than twice 
as many as the 15% who feel more positive.

49% want major or minor changes to Obam-
acare; 26% want to repeal the law completely 
compared to 30% in June 2014; and only 16% 
want to keep the law as-is.

For more information, visit http://www.
bankrate.com/finance/insurance/health-in-
surance-poll-1114.aspx
–––––––––
Consumer Say Costs 
Are Rising While Access 
to Care is Dropping
The Affordable Care Act (ACA) has helped 
to boost the number of insured Americans 
to the highest levels since 2008. But a new 
survey from Radius Global Market Research 
(Radius GMR) shows that consmers are 
struggling to deal with having more costs 
shifted to them. As costs shift to consumers, 
patients are making fewer office visits, 
switching medicines more often, and using 
non-traditional offices for care. These 
changes are affecting doctors’ ability to have 

News
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News
high quality relationships with their patients. 
Patients will need greater transparency 
to make decisions about their healthcare 
as they trade off healthcare with other 
household expenditures.

One in three Americans rank rising health 
care costs among their top-three concerns. 
Nearly half of all households experienced in-
creased costs compared to the last year and 
more than half anticipate additional increases 
in the next six months. More than half of those 
who experienced increases in health care costs 
in the past year had increases to their premi-
ums. Most households think they can do better 
in terms of premiums. Two-thirds of Americans 

covered via the Affordable Care Act (ACA) say 
they’ll change plans in 2015.

About one in four households are visiting 
their doctor less frequently and/or experienc-
ing longer wait times at the doctor’s office. 
Twenty-four percent say it’s getting harder to 
get an appointment with the doctor. In lieu of 
a timely appointment, most patients are likely 
to self-medicate with OTC or herbs/alternative 
treatments.

One-third of those surveyed say had had 
problems with prescriptions not being covered 
by health insurance. In addition to having de-
creased access to name brand drugs, prescrip-
tions are more likely to be switched to generics 
if they are available. One-fourth of prescriptions 
recently switched to generic. Within the past six 
months, one-third of chronic condition prescrip-
tions were switched to generics. For more infor-
mation, visit www.radius-global.com.
–––––––––
Consumers Are Getting Stuck 
with Mystery Medical Bills 
Forty-percent of consumers surveyed say 
they received unexpected medical bills, 
and half of them never received a good 
explanation for why it happened, according 
to a study by the Altarum Institute. Thirteen 
percent of consumers with unexpected 
medical bills said that insurance didn’t cover 
anything, which led some to cover the full 

cost of care. Consumers who have more 
confidence navigating the health system are 
more likely to get the bill covered or get a 
good explanation of the bill. Those who are 
less confident end up paying more of the bill 
without understanding what the charges are 
for. Wendy Lynch of Altarum said, “We don’t 
know if consumers have always been hit with 
unexpected costs or if this is new. Because 
the ACA puts new pressure on hospitals, it’s 
possible that providers are finding new ways 
to add revenue by tacking on services.” For 
more information, visitwww.altarum.org/
CCCHC.
–––––––––
Professionals Want Better 
Health Care Benefits, Not Perks 
Two out of three professionals would rather 
have better health and wellness benefits 
than more perks. This preference is more 
pronounced for professionals over 45: three 
out of four would choose better health 
benefits over more perks, according to a 
survey by One Medical Group. The following 
are other key findings:

64% say that employee benefits are very 
important to how they feel about their job and 
their employer, and 31% say benefits are some-
what important to how they feel.

69% of workers who are over 60 rate bene-
fits as very important, as do 68% of those aged 
45-60, 63% of 30 to 40-year-olds, and 55% of 
18 to 29-year-olds.

72% say they might choose one job over an-

other if it offered better employee benefits.
67% say that keeping them healthy should 

be one of the top goals of their company’s ben-
efits program.

49% say that health is actually a top priority 
for their company while 67% say their employer 
is focused on managing costs.

Most companies provide medical insurance 
(88%), and more than half are investing in 
health and wellness programs. The most com-
mon programs offered include employee as-

sistance programs (45%), on-site vaccinations 
(45%), fitness benefits (31%), workshops (31%) 
and on-site health screening (25%). But many 
professionals still say that their employer isn’t 
doing enough to keep them healthy. Only 52% 
say their company is making sufficient invest-
ments in their wellness and preventative care, 
and only 29% say their company’s health and 
wellness programs are making them healthier. 
For more information, visithttp://page.one-
medical.com/enterprise_benefits.
–––––––––
Local Governments Shift 
Strategies to Cope with 
Rising Health Care Costs 
Rising health care costs have prompted 
many local governments to make changes 
to their plans and strategies, according to 
a survey by the Center for State and Local 
Government Excellence. The following are 
the top health care cost drivers:
64% increased claim costs
57% prescription drugs
46% an aging workforce
45% insurance company price increases
45% federal health care policy

Local governments have responded to ris-
ing health care costs in a variety of ways. Fifty-
seven percent increased cost sharing of pre-
miums paid by employees, and nearly half of 
respondents said that their local governments 
changed the way health insurance is provided. 
Nineteen percent of those reporting changes 
shifted employees to a high-deductible plan 
with a health savings account, and 14% estab-
lished a health reimbursement arrangement.

Local governments have achieved significant 
savings through disease management pro-
grams, on-site clinics, dependent eligibility au-
dits, and regular review and rebidding of health 
care vendor contracts. For example, Asheville, 
N.C. has saved $4 for every $1 invested in 
chronic disease management. Corpus Christi, 
Texas reduced health care costs by $1.84 mil-
lion by conducting a dependent eligibility audit 
and establishing an on-site wellness clinic. 
Hampden County, Mass. Implemented greater 
access to comprehensive medical care and re-
lated support services for offenders, which re-
sulted in lower re-incarceration rates and total 
inmate population. Local governments report 
that providing easy access to health services 
at work sites supports employee wellness and 
reduces employee absenteeism and health 
care costs. Click this link to get the report, “Lo-
cal Government Strategies to Address Rising 
Health Care Costs”

http://slge.org/publications/local-govern-
ment-strategies-to-address-rising-health-care-
costs
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Employee Benefits

A Formula For Successful 
Voluntary Benefits
MetLife used findings from a recent survey 
to create a formula for a successful voluntary 
benefit program. Employees want to know how 
a particular feature – for example orthodontic 
care for a child – meets their needs and 
whether the price aligns with the level of 
protection they’re seeking. It’s not about finding 
the least expensive option, but about getting the 
appropriate level of protection. James Reid of 
MetLife said, “Employers do not need to deliver 
different plan designs or multiple versions of 

communications to use the formula. It is about 
focusing on making these advantages clear 
to the different generations by taking this into 
account when communicating; the value of 
these products becomes more evident.” The 
survey finds that employers should do the 
following:

Provide a broad portfolio of products: 80% 
of employees value benefits that are personal-
ized to their circumstances and age. Sixty-one 
percent are willing to bear the costs of benefits 
rather than lose them.

Offer products and features that have mean-
ing for each segment of their employee popu-
lation and communicate the advantages of 
these benefits: When benefit communications 
highlight the options that employees care most 
about, employers can give their employees a 
sense of customization and make the value of 
these products apparent.

Select voluntary products based on value, not 
price: Employers should look closely at plan at-
tributes and understand the differences among 
products. These differentiating factors can influ-
ence the perceived value of the benefit and af-
fect employees’ appreciation and participation. 
For more information, visit www.metlife.com.
–––––––––
CEOs Spend a Lot of 
Time on HR Issues
CEOs spend an average of up to 46% of their time 
on HR issues, according to a survey by TriNet. The 
survey also reveals the following about CEOs:

•  63% rely on benefits to encourage employee 
retention.

•  33% say HR documentation and workplace 
compliance are their greatest worries, 
followed by litigation at 25%, and hiring 
practices, at 18%.

•  30% don’t measure the ROI on HR.
•  11% spend time managing or improving 

employee benefits.
•  9% provide perks to boost benefit and 

compensation packages.
•  5% use contests and incentives to help keep 

employees motivated.
Burton Goldfield, president and CEO at Tri-

Net said, “The government doesn’t think about 
the size of a company when it sets legislation 
and compliance regulations. If not properly 
prepared and equipped, small and medium 
size businesses can quickly be distracted and 
hampered by the complexity and weight of regu-
lation.” For more information, visit http://www.
trinet.com.

LTC

Living Overseas Could 
Limit LTC Payouts
More Americans are choosing to retire all over 
the globe, but that can affect the amount of 
benefits they can claim from their long term 
care insurance policy, explains Jesse Slome, 
executive director of the American Association 
for Long-Term Care Insurance.  AALTCI says that 
many of the leading long-term care insurers 
impose a limitation on benefits when care 
is needed outside of the United States or its 
territories. “You can purchase and pay for a 
policy designed to pay four years of benefits, 
but if the international limit is just one year you’ll 
have to move back to the U.S. for care or give 
up the balance available,” Slome notes. The 
Association recently posted details of how eight 
leading insurers address international benefits 
for their long-term care insurance policies. Only 
one company presently has no exclusions. The 
others have a variety of limits and rules. For 
more information, visit www.aaltci.org/ideas.
–––––––––
Target Date Fund to 
Dominate 401ks
Target-date assets are expected to capture 
almost 90% of 401(k) contributions by 2019, 
according to research from Cerulli Associates. 
“The market for target-date funds is highly 
competitive given the industry’s expectations 
for future flows, and we anticipate that 
competition will intensify. Target-date funds 
captured nearly 40% of flows in 2013, and we 
expect this number to more than double before 

the end of the decade,” says Jessica Sclafani, 
senior analyst at Cerulli.

The Pension Protection Act of 2006, which 
created the concept of a qualified default in-
vestment alternative (QDIA), played a key role 
in increasing the use of target-date funds in 
DC plans. Target-date funds provide an ideal 
investment for DC plans due to their simplic-
ity as a one-stop investment solution, coupled 
with a significant lack of engagement from par-

ticipants, she said. The increased use of auto-
matic features, such as auto-enrollment and 
auto-escalation, will also drive greater assets 
into target-date strategies. “Asset managers 
that do not have a proprietary target-date prod-
uct will be forced to reevaluate their DC strat-
egy, as the assets that are expected to amass 
in target-date strategies over the next several 
years cannot be ignored,” Sclafani explains. For 
more information, visit, w ww.cerulli.com

In California

Guide to Health Coverage 
for HIV Patients
The Covered California marketplace is offering a 
guide to health insurance plans for considering 
pre-exposure prophylaxis (PrEP) and people 
living with HIV and/or hepatitis C (HCV). The 
guide offers the following suggestions:

People with chronic conditions and routine 
medication needs, including PrEP, should avoid 
Bronze and Minimum Coverage plans.

People with HIV may qualify for financial as-
sistance through the OA-HIPP Program, and can 
reduce their out-of-pocket costs by choosing a 
Platinum plan.

People who don’t have HIV and have an an-
nual income from $11,670 to $29,175 may 
qualify for cost-sharing subsidies and can re-
duce their out-of-pocket costs by choosing a 
Silver plan.

The San Francisco AIDS Foundation devel-
oped the guide along with several other health-
related organizations.  q
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“Agent of Record Authorization Change.”
Words no broker likes to hear coming from their current clients.

“We offer online HR tools to help make your life easier.”
Words your clients would love to hear coming from you.

EmCentrix offers online HR solutions,
including employee onboarding, electronic I-9s, online

benefit enrollment, and more to help make your clients’ 

work life easier, allowing brokers to provide even more value

and compete in a changing benefit world.
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