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Guest Editorial  by Rajaie Batniji

Does Cost Sharing Actually 
Reduce Health Care Costs?

T
he argument for cost sharing is 
that people overuse healthcare 
when they don’t have to pay 

for it. But with cost-sharing, people 
also reduce their use of necessary 
healthcare, and are often left frus-
trated with their coverage. Numerous 
studies have also shown having less 
cost-sharing leads to better clinical 
outcomes, and overall cost savings in 
some cases. Everyone wants to con-
tain costs, but cost-sharing can make 
people skip needed care, cause distress  
and increase long-term health costs.

Most health plans 
fail to separate 
cost-contain-
ment from 
cost-shar-
ing. Cost-
contain-
ment refers 
to reducing 
healthcare costs while 
cost-sharing refers passing 
the costs on to individuals. Any 
effort to make consumers pay for 
healthcare is cost-sharing, unless it ac-
tually contains or reduces overall costs. 

Cost-sharing results in a reduction 
in important services, according to the 
RAND Health Insurance Experiment, 
which is the only randomized trial on 
cost-sharing. More recent work has 
shown that cost-sharing reduces es-
sential screening for breast and colon 
cancer, reduces medication adher-
ence and may increase overall costs. 
For example, even a small copayment 
sharply reduced the rate of mam-
mogram screenings. Similarly, high 
 deductible health plans are associated 
with a downward trend in recommend-
ed cancer screening. Studies show that 
eliminating or reducing copayments 
improved adherence to diabetes and 
HTN medications. In contrast, increas-

ing co-payments for drugs reduced the 
use of anti-diabetes medications by 
23% and anti-hypertensive medications 
by 10%.  Increasing cost-sharing with 
employees for anti-cholesterol drugs 
led 21% of users to stop taking the 
medications all-together (11% stopped 
in control group). Most importantly, 
more cost-sharing for these drugs led 
to worse control of blood pressure, 
more ER visits, and higher mortality. 

Meanwhile, eliminating copayments 
for medications after a heart attack re-
duced the rates of heart attack, stroke 

and did not increase overall costs. 
One large U.S. employer 

eliminated some co-
pays in 2002, and saw 

a 26% reduction 
in emergency 
department 

visits. It also 
saw a slower rate 

of growth of overall 
health care costs compare 

to comparable employers 
(8% versus 12% to 15%). The 

result of this research is a clear 
consensus that there should be no 
copayments for preferred medications 
and no copayments involved in preven-
tive care. The ACA wisely mandates 
plans to provide free preventive care.

Despite this evidence, cost-sharing 
has been growing in U.S. healthcare. 
Employers are increasingly offering 
plans with higher deductibles. Only 8% 
of U.S. employers offered high deduct-
ible health plans in 2005 while 43% of-
fered them in 2013. The Kaiser  Family 
Foundation found that these high 
deductible plans do slow the growth 
in employer costs, but don’t reduce 
total health costs, and lead employees 
more dissatisfied. This dissatisfaction 
is not rooted in cost alone; employees 
don’t understand their benefits. 

Cost-sharing sometimes actually 
contains costs. There are some settings 
in which asking for a copayment makes 
good economic sense to reduce unneces-
sary emergency department use and re-
duce the use of branded, non-preferred 
drugs. A study published in the New 
England Journal of Medicine reveals 
that having to make a small emergency 
department copayment is associated 
with a decline of about 15% in emer-
gency department use among patients 
with conditions that are not consid-
ered likely to present an emergency. 

A smarter, more transparent, health 
plan would eliminate cost-sharing 
and implement only the evidence 
based tools for cost-containment. Our 
goal should be to improve health and 
reduce costs. It’s time to call an end to 
cost-shifting, and the industry tactics 
that leave all of us confused about 
the true cost of our health plans. q
––––––––––
Dr. Rajaie Batniji is the co-founder 
and chief health officer at Collec-
tive Health, a cloud-based employer self-
insurance platform that empowers com-
panies to take control of their healthcare 
benefits. Collective Health enables 
employers with more than 100 employ-
ees to achieve health insurance indepen-
dence. Collective Health’s approach is 
shaped by Rajaie’s academic and profes-
sional careers as both a physician and 
as a political economist. Dr. Batniji is 
also a clinical assistant professor at the 
Stanford University School of Medicine, 
where he previously trained in Inter-
nal Medicine, and served as a resident 
scholar at Stanford’s Freeman Spogli 
Institute (FSI). Dr. Batniji received a 
DPhil in International Relations (Politi-
cal Economy) from Oxford University, 
where he was a Marshall Scholar, 
an MD from UCSF, and BA and MA 
degrees from Stanford University.
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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 6/30/14. 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  4.40%*  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 9/2/14. First year rate includes 3% interest bonus   1.70% age 81-85

American General Life  A A A+  American Pathway F 3.40%*  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 9/2/14. 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 5.35%* 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 9/2/14 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   9/2/14 1.20% age  81-85 (10  yr.)

Genworth Life & A A-  A- SecureLiving Rate Saver S 2.70%* 7 yrs. None 9%, 8, 7, 6, 5, 4, 3 Yes $25,000 (NQ) Varies 0-85
Annuity Insurance Co.       2.30% 5 yrs. None 9%, 8, 7, 6, 5, ,0  *Effective 10/1/14. 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 1.55%* 5 yr. None 7%, 7, 6, 5, 4, 0 Yes $10,000 (Q/NQ)
Insurance Company                                                        **Rates Effective 10/1/14 for premium less than $100,000 and are subject to change

The Lincoln  A+ AA AA MYGuarantee Plus 7 S 1.90%* 7 yr. None 7%, 7, 6, 5, 4, 3, 2, 0  Yes $10,000 (Q/NQ)
Insurance Company                                                       **Rates Effective 10/1/14 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 2.80%* 7 yrs. N/A 8%, 8, 7, 7, 6, 5, 4, 0 No $10,000  Varies
*Effective 9/30/14.  2.30% base rate with no guaranteed return of purchase payments. Plus 0.50% bonus for $250,000 and above.

Annuity Sampler October 1, 2014
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Consider that payroll services for a 

30-life company cost, on average, 

$4,000/year. Then imagine offering 
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value for your clients. 

Dickerson Employee Benefits • 1918 Riverside Dr. • Los Angeles, CA 90039
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FOR A LIMITED TIME...
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by Michael Gomes

Following a number of delays, the time is 
finally approaching for the implementation 
of the reporting requirements of the Af-

fordable Care Act (ACA) on January 1. Beginning 
in 2015, the ACA will require any employer with 
50 or more employees to report the cost of health 
care coverage under an employer-sponsored group 
health plan. In addition, this past summer the fed-
eral government released instructions and revised 
forms for these requirements in Internal Revenue 
Code (IRC) Sections 6055 (i.e., Forms 1094-B and 
1095-B) and 6056 (i.e., Forms 1094-C and 1095-C).

How to Be a Guardian 
Angel As Employers 
Deal with the ACA
Five Tips on How Businesses Can Prepare 
for the Implementation of the Affordable 

Care Act Reporting Requirements
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This section of the ACA is designed 
to regulate the reporting of the health 
care coverage offered to full-time 
employees and their dependents. IRC 
6055 will enforce minimum essential 
coverage for the individual mandate. 
IRC 6056 will enforce employer shared 
responsibility requirements around 
the employer mandate. Both of these 
filings will be due in the first part of 
2016 for the plan year of 2015. Starting 
in 2015, brokers need to be prepared 
to help their clients with 50 or more 
full time employees in understanding 
their responsibilities under the new 
rules and are encouraged to share 
these five tips with their clients as they 
prepare them for the new regulations:

1.  Understand the 
Differences in 
What’s Required

Employers with 50 or more full time 
employees are required to report the 
cost of health care coverage on em-
ployees’ W-2 forms. In the context of 

the reporting requirement, make sure 
your clients document the value of 
the health care coverage and report 
that information in Box 12 of the W-2 
with Code DD to identify the amount. 
The value should include the portions 
paid by the employer and the portion 
paid by the employee.  Section 6055 
requires that health insurance issu-
ers, certain employers and others that 
provide minimum essential coverage to 
individuals  report to the IRS infor-
mation about the type and period of 
coverage and furnish the information 
in statements to covered individuals.  

Section 6056 addresses the report-
ing requirements for employers who 
provide coverage through large group 
health insurance and requires those 
employers to report to the IRS informa-
tion about the health care coverage. 
In order to administer the employer 
shared responsibility provisions of 
section 4980H of the Code, section 
6056 also requires those employers to 
furnish related statements to employees 
that employees may use to determine 

whether, for each month of the calendar 
year, they may claim on their individual 
tax returns a premium tax credit under 
section 36B (premium tax credit). The 
regulations provide for a general report-
ing method and alternative report-
ing methods designed to simplify and 
reduce the cost of reporting for employ-
ers subject to the information reporting 
requirements under Section 6056.

2. Know the Details
Under the final regulations of Section 
6055 and 6056, make sure you advise 
your clients to document only the 
pertinent details since not everything 
is required to be reported. While the 
list of required information is signifi-
cant, not all data is required.  Here is 
a summary of some of the most critical 
data required under the new rules:

The following are reporting re-
quirements under Section 6055:
•  The name, address and employer 

identification number of the em-
ployer and whether the coverage 
was enrolled through the Small 
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Business Health Options Program.
•  The name, address and taxpayer 

identification number (or date of birth 
if a taxpayer identification number 
is not available) of the responsible 
individual (reporting of taxpayer 
identification numbers for respon-
sible individuals who are not enrolled 
in the coverage is not required).

•  The name and taxpayer identifica-
tion number (or date of birth if a 
taxpayer identification number is 
not available) of each covered indi-
vidual (regardless of whether cov-
ered individuals are employees).

•  For each covered individual, the 
months for which the individual 
was enrolled in coverage.
Large employers must report the 

following under Section 6056:
•  The employer’s name, address and 

employer identification number. 
•  The name and phone number of 

the employer’s contact person, 
which can be a third party.

•  The calendar year for which 
the information is reported. 

•  A certification as to whether the 
employer offered its full-time em-
ployees (and their dependents) the 
opportunity to enroll in minimum 
essential coverage under an employer-
sponsored plan, by calendar month. 

•  The months in which  minimum 
essential coverage under 
the plan was available.

•  Each full-time employee’s share of 
the lowest-cost monthly premium 
(self-only) for coverage providing 
minimum value by calendar month.

•  The number of full-time 
 employees by calendar month.

•  The name, address, taxpayer iden-
tification number of each full-time 
employee (but not dependents or 
others covered through employee) and 
the months, if any, during which the 
employee was covered under the plan.

3.  Use the Simplified 
Reporting Option, 
If Possible

For employers that provide a “qualify-
ing offer” to any full-time employee, 
the final rules provide a simplified 
alternative to reporting monthly, 
employee- specific information for 

those employees. In this context, a 
“qualifying offer” is an offer of mini-
mum value coverage that provides 
employee-only coverage at a cost to 
the employee of no more than about 
$1,100 in 2015 (9.5% of the Federal 
Poverty Level), combined with an offer 
of coverage for the employee’s family.

Under the simplified option, employ-
ers will need to report only the name, 
address and taxpayer identification 
numbers of those employees and the 
fact that they received a full-year quali-
fying offer for employees who receive 
such offer for fewer than all 12 months 
of the year. This information may be 
submitted to the IRS for each of those 

months by entering a code indicating 
that the quality offer was made. To 
provide for a phase-in of the simplified 
option, employers certifying that they 
have made a qualifying offer to 95% of 
their full-time employees (plus an offer 
to their families) will be able to use 
an even simpler alternative method in 
2015. These employers may use the sim-
plified, streamlined reporting method 
for their entire workforce, including any 
employees who do not receive a qualify-
ing offer for the full year. Additionally, 
employers can avoid identifying in the 
report which employees are full-time.  

4.  Waiting to Comply 
Could Be Costly 

Timely reporting and attention to 
detail is a must. Incorrect or incomplete 
information on filings and statements 
will subject reporting entities to penal-
ties up to $100 per incorrect return to 
the IRS or statement furnished to an 
individual. However, penalties may 
be reduced if the entity files a cor-
rected return within 30 days after the 

required filing date. Penalties also 
may be reduced by a smaller amount 
if the return is corrected by August 1 
following the reporting date. Penal-
ties may be waived if the failure is due 
to reasonable cause and not willful 
neglect. The IRS has indicated it will 
not impose penalties for incorrect or 
incomplete information on returns and 
statements filed in 2016 to report 2015.

The regulations place some sig-
nificant burdens on employers, such 
as requiring them to provide annual 
statements to various individuals as 
well as report specific information 
that may be administratively burden-
some to obtain. Therefore, encour-
age your clients to start preparing 
for the reporting requirements as 
soon as possible to avoid future pen-
alties and other consequences.

 

5.  Don’t Navigate 
the ACA Alone

Since 2010, we have constantly pro-
vided this simple advice – don’t navi-
gate the ACA alone. The regulations for 
health care reform are far too  numerous 
and change regularly so employers 
should seek professional advice to 
ensure they are fully compliant. As 
a broker, you are not in this alone. 
Research and leverage the numerous 
reliable, educational ACA resources 
available to you and your clients. q
––––––––––
Michael Gomes leads all Government 
and Carrier Relations for BenefitMall, 
the largest national general agency and 
second largest privately held payroll 
company. A veteran of the insurance 
industry, Gomes has over 35 years of 
experience in planning, developing 
and executing national sales initia-
tives, including expertise in the area 
of Government and Regulatory Af-
fairs. Gomes joined BenefitMall at 
their inception more than 15 years ago 
and served in a variety of leadership 
capacities, most recently as Benefit-
Mall’s Executive Vice President of Sales 
and Market Operations. Since 2014, 
Gomes has been focused on health 
care reform and compliance for both 
BenefitMall’s payroll and employee 
benefit customers. He can be reached 
at michael.gomes@benefitmall.com.

“…employers should 
seek professional 
advice to ensure they 
are fully compliant. As 
a broker, you are not in 
this alone. Research and 
leverage the numerous 
reliable, educational ACA 
resources available to 
you and your clients.”



Introducing Trio ACO HMO, a new family 
of limited network HMO plans.
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With Trio ACO HMO, we’ve put our powerful connections 
to work for your clients to help deliver choice, affordability, 
and access to coordinated care.

Trio ACO HMO plans* are built on our accountable 
care organization (ACO) framework, which  
is based on a proven record of delivering  
integrated care to more than 200,000 Californians.

Through closer coordination among providers,  
Trio ACO HMO plans are designed to help drive 
better healthcare outcomes, while lowering costs.

Visit blueshieldca.com/ACO or contact your  
Blue Shield representative to find out how  
Trio ACO HMO plans can help your clients.

*  Available in select counties. Visit blueshieldca.com/ACO for the most 
current listing of providers in the network.
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And, even more challenging is how do you 
do all that and help employees truly feel 
that someone really cares about provid-
ing them a quality healthcare plan at a 
price that doesn’t leave them in shock? 
Let’s face it, there are only so many 
ways to be creative with benefit plan 
design, and, admittedly, creating a plan 
that addresses the needs of the client 
while differentiating the broker from 
their competitors seems nearly impos-
sible. Everyone knows that the health 
insurance business is ultra-competitive, 
ever-changing and frequently limited by 
solution options that offer little in the way 
of innovation. And, then there’s the fun 
discussion of co-pays, deductibles, doctor 
networks and premium increases that too 
many times only serves to lull your clients 
to sleep instead of motivating them to 
action. So, what’s the secret to invigorat-
ing benefit design and increasing your 
bottom line? There are a myriad ways to 
do it, but here are three to consider now:

1  Stay up to date and use relevant 
 language that shows you are in the 
know: Eventually, you need to step 
back and analyze the marketplace 
to see what’s trending in healthcare. 
Where is the industry going? How can 
I be ahead of the curve? How can I pro-
vide the best service to my clients? The 

national conversation has been around 
the affordability and accessibility of 
healthcare. Being relevant means 
being able to understand and use those 
buzz words effectively – that lets your 
clients know that you understand 
what the important trends are and 
that you are looking for ways to help 
them address their group’s concerns. 

2  Encourage members to be in charge 
of their own health destiny: Com-
municate that plan members can be 
in charge of their own health care 
and should be seeking plans that 
empower them. And now, there are 
plans that let consumers have more 
choice than ever, and that choice 
allows them to reduce healthcare 
costs without giving up access and 
without reducing quality. Think-
ing creatively and educating plan 
purchasers about solutions that can 
lead to reductions in claims without 
ignoring their plan members’ medical 
needs shows them that you are an 
expert and one that they can trust 
to introduce them to new products 
that help them leverage their plan 
design for maximum satisfaction. 

3  Ask your clients to be open-minded: 
The hardest thing for many employer 
groups to do is to be open-minded 

Three Easy Ways 
to Rethink Benefit 
Plan Design

Healthcare4by Scott Sanford and Pat Sir

I
magine if there was a way to spice up the sale of ben-
efits, look smarter in the process and excite employers 
about creating a more robust plan at a lesser cost – all 
the while growing your business and getting lots of pats 

on the back along the way? Doesn’t sound possible does it?

about how benefit plans are created. 
Because insurance plans have been 
created the same way for so many 
years, it is difficult for people to 
grasp that there may be a different 
way to look at building plans that en-
courage a better use of benefits that 
yield less cost and more convenience. 

In fact, a recent study by Towers 
Watson highlighted the potential cost 
savings that telemedicine can deliver. 
Thirty-seven percent of employers sur-
veyed said that, by 2015, they expect 
to offer their employees telemedicine 
consultations as a low-cost alternative 
to emergency room or physician office 
visits for nonemergency health issues, 
and another 34% are considering of-
fering telemedicine for 2016 or 2017.

A Re-imagined Telehealth Model 

What’s one of the best ways to show your 
clients that you understand the relevant 
issues they face? And how can you help 
them be open-minded while embrac-
ing the idea that they and their plan 
members do have the ability to exercise 
more control of their healthcare destiny? 
Many brokers are having tremendous 
success and are looking like benefit plan 
champs by incorporating telehealth 
(connecting to a doctor via phone, video, 
or e-mail for consultation, diagnosis and 
prescription medication when appli-
cable) into their plan designs to drive 
claims out of the health plan and thereby 
creating substantial wins for employer 
groups, employees and the broker. 

Is Telehealth Really a Quality 
Solution for Employer Groups?

More than 70% of all doctor visits can 
be handled safely and effectively over 
the phone according to the Wellness 
Council of America. This has a huge ef-
fect on how you design the benefit plan 
for a client. But is telehealth safe? The 
Journal of American Medical Association 
released findings to its study of 8,000 
patients comparing an in-person doc-
tor visit to a telehealth consultation for 
minor acute issues. The results revealed 
that telehealth did not have higher rates 
of misdiagnosis or treatment failure. 

The top nine reasons that a patient 
visits the emergency room for non-
emergent issues are almost identical to 
the top nine issues resolved via tele-

Redesign health plans to lower premiums for clients, improve 
benefits for employees, decrease claims and win more business
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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) 481-6647.
©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.

health. So, why is telehealth not the 
first discussion point in an employer 
group meeting? Shouldn’t this become 
the center of every benefit plan design, 
allowing the employee to save money, 
time and resources? Not to mention, the 
added benefit to the employer of fewer 
paid time off days, increased produc-
tivity, reduction in health plan claims 
and costs, and healthier employees. 
The brokers who are growing their busi-
ness with telehealth allow telemedicine 
to become the center of the discussion. No 
longer is major medical the lead prod-
uct. Why should it be, if you can resolve 
70% of your healthcare needs via phone 
or video camera? So, by leading with 
telehealth, there is more flexibility in the 
major medical plan options that a broker 
can provide. Simply stated, you may not 
need as much medical coverage when you 
have telehealth. Employees do not visit 
the ER, urgent care or doctor’s office as 
often when they have access to telehealth.

To further add value, some telehealth 
providers include complementary prod-
ucts to continue to drive down claims and 
costs such as technology-based health 

management platforms or prescription 
medication pricing engines. By offer-
ing relevant health content at the time 
of need, the patient is educated and 
healthier, which may help reduce un-
necessary doctor office visits. Offering 
access to prescription medication pric-
ing engines allows the patient to save 
on medication with cash price options, 
which redirects pharmacy claims out of 
the health plan. The pricing variance 
by pharmacy location and brand can be 
surprisingly large. Offering transpar-
ency empowers consumers to be smart 
shoppers. Not only does this trifecta of 
telehealth, wellness and price comparison 
tools save money, but it also puts em-
ployees in charge of their healthcare, 
giving them more choices than ever.
The key to achieving these results for 
your clients is to make sure you choose 
the right product provider. It’s tempting 
to gravitate to the lowest cost provider. 
However, the low-cost provider may 
not be the best choice, as the utilization 
may be very low and customer experi-
ence may be sacrificed. Then again, 
if the products are too expensive, the 

value may not match the cost. 
At the end of the day, utilization and a 
positive consumer experience win. And, 
by showing that you are up-to-date on the 
latest ways to build designs and that you 
encourage plan members to be in charge 
of their own destiny puts them in the posi-
tion to be more open minded. Remember, 
you can offer the best benefit in the world, 
but if nobody uses it, or if employers aren’t 
on board, what difference does it make? 
The brokers that have embraced tele-
health and complementary benefits are 
growing their business, retaining clients, 
and most importantly, providing the best 
solutions for the needs of their clients. q
––––––––
Scott Sanford is co-founder and chief 
growth officer at Scottsdale, Ariz.-
based Healthiest You, a telehealth 
and wellness delivery innovator. He 
resides in Scottsdale and can be con-
tacted at scott@healthiestyou.com .
Pat Sir is President at Healthiest You 
and previously spent 9 years work-
ing at UnitedHealth Group. Pat is 
based out of Minnetonka and can be 
contacted at pat@healthiestyou.com.
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The conference was very well attended 
by brokers. On one hand, carrier execu-
tives said that commission levels are 
holding steady at 6% to 6.5% for 2015, 
and several are now offering attrac-
tive bonuses. But, on the other hand, 
more than one said that commissions 
will probably drop further after 2015. 
One executive even said that commis-
sions may be eliminated altogether at 
some point, and it will be up to bro-
kers to bill their clients for services. 

Peter Lee, executive director of 
Covered California, said that agents 
have been key to the initial success 
of the state exchange – selling 40% 
of all Covered California plans. Lee 
acknowledged that the consumers’ 
experience has been rocky with long 
wait times to sign up. When it comes 
to lessons learned, Covered California 
has found that consumers need many 
points of contact, such as going online 
and having in person consultations. Lee 
got cheers from the room when he said 
that Covered California is encouraging 
consumers to visit insurance agents. 
Covered California is also consider-
ing offering a directory of agents who 
are licensed to sell exchange plans. 
“They key is getting in person help. 
We learned that partnerships with 
agents will be critical,” he said. Cov-
ered California is offering the follow-
ing agent-friendly features in 2015:

•  Agents will have new e-learning tools. 
•  Agents who are certified don’t 

need to get recertified. 
•  There will be dedicated phone 

lines for agents as well as ad-
ditional staff to answer calls.

•  Agents will be invited to en-
rollment events.
For 2015, premiums in the exchange 

will go up 4%. The next open enroll-
ment, which starts November, 15, runs 
three months compared to last year’s 
six-month period. That’s a short time 
frame to enroll an expected 700,000 new 
members. Lee says that enrollment will 
get harder as the long-term uninsured 
make up a bigger share of the remain-
ing pool of Covered California pros-
pects. There will be more middle class 
consumers who get a smaller subsidy 
than do lower income consumers. “You 
need to help them understand value 
of insurance. We will have to reach in 
higher trees for new enrollment,” he 
told brokers. Lee said that the key to 
enrollment is offering in-person help. 
However, success will not just be about 
enrolling people, but also about getting 
renewals. To make that go smoother, 
consumers who want to keep their 
plan will be re-enrolled without hav-
ing to do anything. Exceptions to that 
rule affect a relatively small number 
of people. For example, Health Net 
changed from a PPO to an EPO. 

CAHU 
Summit 2014

Healthcare4by Leila Morris
There have been hiccups with 

people not getting all the providers 
they wanted. But two Blue plans have 
added doctors and medical groups 
to their networks. There has been a 
problem with in-network doctor of-
fices telling patients that they don’t 
take Covered California plans. Cov-
ered California is working to educate 
doctors’ offices on the plans, he said. 

Covered California is also do-
ing the following for 2015:
•  In 2015, Covered California will begin 

offering health insurance plans to em-
ployers with 100 or fewer eligible em-

ployees for coverage effective January 
1, 2016. Employers can enroll in Cov-
ered California’s SHOP throughout 
the year. Starting in 2014, the maxi-
mum tax credit increases to 50% (35% 
for nonprofits) and is available for a 
total of two consecutive years. Gener-
ally, businesses with 10 or fewer full-
time-equivalent employees and yearly 
wages averaging less than $25,000 
will qualify for the highest credits.

•  California is considering adding 
new dental benefits to the SHOP. 

•  Covered California is making its 
website more consumer-friendly.

•  Consumers will be able to pay 
for their first month’s cover-
age upon enrollment. 

•  There will be seamless notifica-
tions for families with a parent on a 
private plan and kids on Medi-Cal. 

•  Response times will be faster 
for verification of citizen-
ship and lawful residency.

•  Covered California will be sending 
consumers a 1095 in January so 
they can attach it to their tax forms. 
Many consumers are not aware that 
they are getting a subsidy or that 
they would be paying a tax pen-
alty without getting coverage. Lee 
said that these notices will drive 

L
ast month, CAHU held its annual Health 
Care Summit in Los Angeles. Peter Lee, 
executive director of Covered California 
explained how the state exchange is do-

ing more to cater to brokers. He stressed that bro-
kers have proven to be very valuable partners. 

“…agents have been 
key to the initial 
success of the state 
exchange – selling 
40% of all Covered 
California plans.”
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home the value of the coverage.
Carrier executives gave their take on 

the market and described plan changes. 
When it comes to small group sales, 
most employee groups are sticking to 
grandma plans. (Note: “Grandmother-
ing” is the term the federal government 
now uses to extend non-Affordable Care 
Act policies until 2016. It applies to 
individuals and companies with fewer 
than 50 employees.) Joe Greenberg vice 
president and general manager, Small 
Group of Anthem said, “Less than 5% 
of small groups are opting into ACA 
plans.” Dan Tyler, regional vice presi-
dent of Health Net said, “Most groups 
are taking grandma plans. We offer 
grandpa plans, grandma plans, and 
competitive ACA plans.” Barry Carv-
alho vice president, Sales and Account 

Management of Cigna, said, “Forty per-
cent of what we sell are ASO products. 
We ask brokers to consider this option.”

When it comes to retaining groups, 
the carriers have done pretty well 
overall. Greenberg said that Anthem 
has lost some micro groups. But some 
of its small groups have grown into 
large groups. Also, Anthem is recaptur-
ing business in the individual market. 
Dan Tyler, regional vice president at 
Health Net said, “The great major-
ity are renewing with us. We were 
concerned about losing micro groups, 
but we only lost a little.” Kathy Dib-
ble, vice president at Aetna Health 
Plans said, “The small group market 
is growing. We are not seeing small 
groups going to the individual mar-
ket. Brent Hitchings, vice president 
and general manager of Small Group 
Business for Blue Shield of Califor-
nia said, “There is some shrinkage 
in the over 50 and the low end.”

Some carriers are making it easy 
to re-enroll. Brent Hitchings of Blue 
Shield and Marshal Myers, director 
of Sales and Account Management for 
Kaiser Permanente said that, if groups 
make no changes, they don’t have to 
do anything to re-enroll in plans. 

Carriers have been tweaking their 
networks. Kathy Dibble of Aetna said, 
“We have not changed our existing 
networks. But we added more narrow 
networks. We have also added Savings 
Plus.”  Joe Greenberg of Anthem said, 
“We provide rich networks and narrow 
networks. We are also offering virtual 
medicine and a new large group option 
with a narrow network in Southern 
California. We now have an ACO model 
with PPOs and self-funded plans.” 
Brent Hitchings of Blue Shield said, 
“Our individual network grew 50%. 
Dan Tyler of Health Net said, “Pro-
vider offices are confused by networks. 
We have avoided the drama by hav-
ing one network for all PPOs. On the 
individual side, our network started out 
as narrow, but we expanded as provid-
ers asked us to join.” Tim Rhatigan, 
senior vice president, Small Business 
for Unitedhealthcare said, “Expect to 
see a new narrow PPO network and a 
new narrower HMO network. We are 
building on our PPO ACO strategy.” 

Wellness is another important trend 
among carriers. Barry Carvalho of 
Cigna said, “Cigna wants to be known 
as a health improvement company. We 
give underwriting leniency to groups 
engaged in wellness.” Tim Rhatigan of 
Unitedhealthcare said that his company 
is also ramping up wellness benefits. 

After listening to the broker panel, 
one audience member joked, “So what’s 
the good news?” Dan Tyler of Health 
Net said, “I hope you don’t leave this 
meeting feeling depressed. There are 
so many changes; that means opportu-
nities to walk clients through choices 
and grab business – more so than 
any time we have ever seen.” Kathy 
Dibble of Aetna said that there have 
been a lot of mergers in the broker 
community with some leaving the 
market, which means opportunities 
for remaining brokers. “We can’t get 
members without brokers,” she added. 

Ron Goldstein, CLU, president 
and CEO, CHOICE Administrators, 

stressed that new technology helps bro-
kers succeed in today’s environment. He 
gave some stunning examples of how 
technology has changed our daily lives. 
For example, nearly 90% of purchasing 
decisions start with an online search, 
and there are more people around the 
world with mobile access than with 
safe drinking water and electricity. 

Technology and the availability 
of data will continue to change the 
consumer purchasing experience. More 
and more consumers will look to online 
and mobile support during the purchas-
ing process. The future of technology 
is leading toward consumer experience 
and profiling. To stay relevant, bro-
kers need to embrace the following:
•  Online enrollment
•  Quoting via mobile and tablets
•  Choice profilers that help recom-

mend benefit solutions for employees
•  Real-time updates (add-

terms, changes)
•  Digital Marketing including social 

and search engine optimization.
Employers and employees 

are expecting the following:
•  Shop and benefit comparisons 
•  Consumer decision support tools 
•  Subsidy calculators 
•  Provider directories 
•  Rx comparisons 
•  Account management 

But, businesses will turn to the 
expertise of the broker to help en-
roll and manage employee ben-
efits – that will not change. q
––––––––
Leila Morris is senior editor of 
California Broker Magazine.

“…Covered California 
is also considering 
offering a directory 
of agents who are 
licensed to sell 
exchange plans. 
They key is getting 
in person help.”

“When it comes to 
lessons learned, 
Covered California 
has found that 
consumers need 
many points of 
contact, such as 
going online and 
having in-person 
consultations.”
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Fitting Dental 
and Vision 
Benefits Into the 
Wellness Puzzle

Dental & Vision4by Kelly Wieseler, FSA, LLIF 

E
mployers across the country have imple-
mented wellness programs to help employ-
ees enjoy better health. They recognize that 
healthy employees tend to take fewer days 

off for sickness, have fewer injuries, and are more 
productive, happy and satisfied with their work.

“Wellness is an active process of 
... making choices toward a more 
successful existence.” – The Na-
tional Wellness Institute

Health experts have found regular 
dental and vision exams to be a vital 
piece of the wellness puzzle. Many 
employers are interested in includ-
ing dental and vision care as wellness 
benefits, but are unsure how to help 
employees understand their value.

ACA Emphasizes 
Importance of Wellness

Under the Affordable Care Act (ACA), 
employers are encouraged to develop 
programs that engage employees, 
change lifestyle behaviors and educate 
them on health prevention services. 
The ACA rules outline new standards 
for wellness programs, along with 
rewards for employees who meet health 
goals. In fact, Employee Benefit News 
reports that 50% of employers sur-
veyed said that the ACA’s emphasis on 
wellness efforts said that influenced 
their decisions to maintain or enhance 
their wellness programs. And many 
employers have extended wellness 
benefits to spouses of employees.

According to Optum Research, 



employers are developing strategies 
to keep employees healthy and pro-
ductive, including continued funding 
of wellness programs. Research with 
employers demonstrated these trends:
•  20% spent more this past year on well-

ness programs than in previous years

•  40% plan to spend more on well-
ness in the next three years

•  87% recognize that health man-
agement programs are vital to the 
success of their wellness efforts
Additionally, research by the Na-

tional Business Group on Health 
reveals that about 93% of midsize to 
large employers plan to expand or 
maintain their wellness programs 
during the next three to five years. 

The Value of Investing 
In Wellness

Employers recognize the value of us-
ing incentives to encourage employees 
and their dependents to participate in 
wellness programs and maintain health 
goals. Approximately 43% of employers 
surveyed reward employees for attain-
ing specific health outcomes. Last year 
more than 81% of employers with well-
ness programs offered incentives (up 

from 78% two years ago). On average, 
employers spend $167 in wellness incen-
tives for each participant (compared 
to $154 the previous year). Research-
ers at Harvard University discovered 
that for each dollar employers spend 
on wellness programs, they recoup an 
average of $3.27 in reduced health care 
costs and $2.73 in lower absenteeism.

Dental and Vision 
Coverage and Wellness

Many employers recognize dental 

and vision insurance benefits as 
vital components of employee well-
ness. In fact, a study by the National 
Association of Dental Plans found 
that two reasons why employers 
continue to offer voluntary dental 
benefits are that employees ask for 
them, and there is a link between 
oral health and overall health. 
But employers acknowledge that 
employees may not understand 
the importance of checking their 
oral and vision health regularly. 
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Employers and brokers 
have significant 
opportunities to help 
employees understand 
the value of wellness 
programs. Invest 
time to explain what 
good health and 
wellness means; 
identify wellness 
programs that can 
improve lifestyle 
habits; and emphasize 
the importance of 
prevention programs 
including dental and 
vision benefits
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Insurance Corp. in all states other than New York, and by Ameritas Life Insurance of New York in New York.
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Impact on Oral Health

Research demonstrates that oral health 
problems can lead to physical health 
issues, such as heart disease, stroke, 
diabetes and pneumonia. People who 
don’t brush and floss their teeth daily 
and don’t schedule regular dental exams 
for checkups and cleanings may have 
higher incidences of tooth decay and 
gum disease, an infection caused by 
oral bacteria. This type of infection can 
travel to other areas of the body and 
may lead to stroke and heart disease. 
Scientists have also discovered that 
pregnant women with gum disease 
are seven times more likely to have a 
baby born too early and too small.
According to the National Association of 
Dental Plans, people who have dental 
insurance tend to visit the dentist and 
use their benefits. In comparison, people 
who do not have dental coverage are 
2.5 times less likely to visit the dentist. 
Voluntary dental benefits are affordable 
for employers and employees, and they 
offer flexible plan designs with options 
for employees to help meet their needs. 

The Value of Vision Exams

It’s important for people to sched-
ule routine eye exams regardless of 
their age or physical health. During 

the exam, the eye doctor will check 
for vision needs, such as prescription 
eyeglasses or contacts, look for signs of 
potential health problems and evalu-
ate how the eyes work together.
Exams detect health concerns. During 
dental and vision exams, health profes-
sionals can detect many health con-
cerns, often at an early stage, including 
diabetes, hypertension, high cholesterol, 
some types of cancer, high blood pres-
sure and eye diseases, such as glaucoma 
or age-related macular degeneration. 
Identifying these problems early can 
help in treating the condition and lower-
ing medical costs over the long term.
Offering dental and vision  benefits 
helps employees seek the care 
they need to maintain good overall 
health. With voluntary plans, em-
ployers can offer employees access 
to dental and vision care, either as 
partial- or self-payment options.

Communicate the Need

Research from the Institute for Wellness 
Education identifies gaps in employees’ 
understanding of what constitutes good 
health and wellness.  Many employ-
ees fail to connect wellness to making 
healthier lifestyle choices. In fact, one in 
three Americans surveyed thought that 
wellness was the absence of a diagnosed 

illness or disease. Interestingly, this 
research also showed that despite well-
ness programs at more than 80% of em-
ployers with more than 50 employees, 
62% of employees surveyed said their 
employers do not promote or encourage 
healthy habits or activities at work.

Connect the Dots

Employees are employers’ most impor-
tant asset, so it’s important that they 
are healthy, productive and positive. 
Employers and brokers have significant 
opportunities to help employees under-
stand the value of wellness programs. 
Invest time to explain what good 
health and wellness means; identify 
wellness programs that can improve 
lifestyle habits; and emphasize the 
importance of prevention programs 
including dental and vision benefits. q
––––––––
Kelly Wieseler, FSA, LLIF, is senior 
vice president – group chief actu-
ary and underwriting, Ameritas Life 
Insurance Corp. With headquarters 
in Lincoln, Neb. Ameritas is a leading 
provider of dental and vision prod-
ucts and services. Wieseler graduated 
from the University of Nebraska with 
a degree in Actuarial Science and 
joined Ameritas in 1997. He can be 
reached at kwieseler@ameritas.com.
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Supported by the Department of 
Insurance, consumer groups and 
some key carriers, this bill prohib-
ited a stop loss insurer from selling 
specific stop loss with less than a 
$35,000 deductible or aggregate stop 
loss with less than a $5,000/person 

attachment point to small employ-
ers (2-50 eligible employees). 
One of the groups who opposed SB-161 
was the Coalition for Business Health-
care Choices, who claimed that SB-161 
limited viable options for small employ-
ers who are struggling to find a way 

Life After SB-161: 
Is Self Funding 
Still Viable In 
California?

Self-Funding4by David L. Fear, Sr. RHU 

L
ast year Governor Brown signed SB-161 into law. 
SB-161 was called the “Stop Loss Bill” because 
it regulates the sale of stop loss insurance for 
small employers with less than 51 employees.

to provide affordable health benefits 
for their employees. Proponents of 
SB-161 claimed that the legislation 
was needed to “protect consumers” 
and make sure that self funded ar-
rangements did not try to skirt the 
provisions of the Affordable Care Act.
So here we are almost a full year into 
SB-161 and what has happened? First, 
even though small employers are 
permitted under Federal Law (ERISA) 
to set up and manage their own self 
funded benefit plan, they will not do 
that in California without having to as-
sume a huge amount of liability due to 
the very high minimum limits imposed 
on them by SB-161. So the bill had 
the desired effect in that few, if any, 
small employers have moved into self 
funded programs in 2014. Thus, small 
employers have two options: To pur-
chase traditional fully insured coverage 
or simply drop their group coverage 
and let employees purchase individual 
plans now that these are guaranteed 
issue as a result of the ACA. 
Second, the mid-sized market (51-99) 
has seen explosive growth in self-
funding in 2014 as their premium rates 
increased to uncomfortable levels. At 
least five new carriers selling Level 
Funding (a self funding option) have 
now entered the California market 
since 1/1/2014. They believe that up 
until 2016 (when the definition of a 
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small employer is set to change from 
2-50 to 2-99) there will be a seri-
ous migration from traditional fully 
insured plans to alternative funding 
arrangements including level funding. 
Because self-funded plans (includ-
ing level funding) avoid all State and 
most federal premium taxes, employ-
ers recognize that there are not only 
savings from dollar one, but also want 
the opportunity to assume some of the 
risk in exchange for retaining surplus 
generated when they have lower claims 
than anticipated. This concept of retain-

ing year-end surplus really makes self 
funding attractive and having the right 
type/level of stop loss insurance is a 
key ingredient of good risk manage-
ment for employers of any size. Some 
level funding carriers will go alongside 
of certain HMO plans and can actually 
enhance the employer’s offering of PPO 
or POS options available to employees.
Interestingly, Oregon, last year, re-
pealed legislation that also prohibited 
the selling of stop loss insurance to 
small employers. Their legislature and 
governor realized that this prohibition 
was actually hurting small employers 
in Oregon. The results of this repeal 
have seen a dramatic turnaround 
in self-funding activity in Oregon.
The Coalition for Business Healthcare 
Choices continues to make progress in 
educating legislators and regulators 
about the positive reasons to allow busi-
nesses the option of self funding their 
health benefits. Our representatives 
in Sacramento continue to meet with 
business groups and interested parties 
to formulate a way to amend SB-161 
into something that will give small 
businesses back the options they need 
to provide affordable health benefits 
for their employees. Given the fact that 
the stop loss prohibition will apply 
to employers with 51-99 employees 
beginning January 1, 2016, there is a 
lot of work to be done to find a legisla-

tion resolution to this matter in 2015. 
If you, your clients or others with 
whom you do business are concerned 
about this matter, please join the 

Coalition for Business Healthcare 
Choices to help employers gain back 
choice in the way they provide em-
ployee benefits for their employees. q
–––––––––
David L. Fear, Sr. RHU is the Ex-
ecutive Director of the Coalition for 
Business Healthcare Choices and a 
founding partner of Shepler & Fear 
General Agency of Roseville, CA. He 
is a Past President of CAHU and 
NAHU and former VP of Legisla-
tive Affairs for CAHU. He can be 
reached at 877-361-7342, ext. 13 or 
email at davefear@sheplerfear.com.

The Coalition for 
Business Healthcare 
Choices continues 
to make progress in 
educating legislators 
and regulators about 
the positive reasons to 
allow businesses the 
option of self funding 
their health benefits. 

“…even though 
small employers 
are permitted under 
Federal Law (ERISA) 
to set up and manage 
their own self funded 
benefit plan, they 
will not do that in 
California without 
having to assume 
a huge amount of 
liability due to the 
very high minimum 
limits imposed on 
them by SB-161.”
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7.  Describe your drug formulary. If it’s 
a closed formulary, what happens if 
a non-formulary drug is needed?

Aetna: The formulary may be open or closed, depending on the ben-
efit plan. In plans with an open formulary, both formulary and non-for-
mulary drugs are generally covered subject to applicable limitations 
and conditions. With a closed formulary, formulary and non-formulary 
drugs are generally covered, except for drugs on the formulary exclu-
sions list. Formulary exclusions provide less overall value than thera-
peutically equivalent formulary drugs. The member’s physician can 
request approval for coverage for a formulary exclusion.

Blue Shield: The Blue Shield Drug Formulary is a list of preferred 
generic and brand name drugs that have been reviewed for safety, 
efficacy, and bio-equivalency, and are approved by the Federal Food 
and Drug Administration (FDA). This formulary is developed and main-
tained by the Blue Shield Pharmacy and Therapeutics (P&T) Commit-
tee, which meets on a quarterly basis. The P&T Committee consists 
of independently licensed physicians and pharmacists in community 
practice who are not employed by Blue Shield. A drug prior authoriza-
tion program is available for selected drugs on the formulary as well 
as for non-formulary drugs to promote appropriate first-line therapy or 
to reserve use of certain medications with specialized uses or signifi-
cant potential for misuse or overuse. Blue Shield offers these types of 
outpatient prescription drug benefits:
•  A closed formulary plan provides coverage for generic drugs, formu-

lary brand-name drugs, and specialty drugs. Non-formulary drugs 
and most specialty drugs are covered only when prior authorization 
is approved.

•  An incentive formulary plan provides coverage for generic drugs, 
formulary brand-name drugs, and specialty drugs. Non-formulary 
drugs are also covered for a higher copayment. Prior authorization 
may be required to cover some specialty and certain non-formulary 
drugs. If coverage for a non-formulary drug requiring prior authori-
zation is approved, the member is responsible for the non-formu-
lary copayment.

Cigna: We offer several kinds of formulary including open, closed 
and tiered.

Health Net: The Health Net Recommended Drug List (Formulary) is 
composed of:
Tier 1 - Most generics
Tier 2 - Recommended brands
Tier 3 - Non-recommended brands and some generics
The PPO formulary is not a closed formulary.

Kaiser Permanente: The PPO plan has an open formulary, which 
means most FDA-approved drugs, with the exception of those listed 
on the Optional Prescription Drug Exclusions and Limitations list, are 
covered for the insured. The insured pays a copay based on whether 
the drug is generic or brand. Self-injectable drugs are also covered at 
a coinsurance. 

UnitedHealthcare: Unlike a formulary, the prescription drug list does 
not imply any drug therapy recommendations. Rather, we assign 
prescription medications a co-payment tier based on an evaluation 
of clinical, economic and pharmacoeconomic evidence. Unlike our 
competitors, some brand drugs are placed in Tier 1 and some generic 
drugs are placed in Tier 2 or Tier 3 based on the overall value (for 
example, the lowest net cost that they offer our clients). UnitedHealth 
Pharmaceutical Solutions (UHPS) offers a three-tier plan and an open 
benefit design. Tier 1 drugs represent the lowest co-payment option 
and include many generic drugs. Tier 2 drugs represent a middle co-
payment option and include many brand name drugs. Tier 3 drugs rep-
resent the most costly drugs, often with Tier 1 or Tier 2 alternatives, 

Welcome to
Part II of Our 
14th Annual
PPO Survey

PPO
POWER
Welcome to our 14th annual PPO survey. 

For this survey, seven PPOs in Califor-
nia diligently answered direct questions 

about their plans. Our readers, who are savvy 
health brokers, suggested many of the questions.

We hope this information will help the 
 professional agent or broker better serve 
 sophisticated healthcare clients.
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and have the highest co-pay option. A drug’s tier placement is subject 
to change when its value changes as a result of a patent expiration, 
new product introduction, or other important clinical, safety, or eco-
nomic information. When a generic drug is more costly than the brand 
drug, UHPS may place the generic in Tier 2 and move the generic to 
Tier 1 once the price decreases.
 
8.  Which Requested Procedures are 

Denied Most Frequently on the Basis of 
“Experimental/Investigative” or “Not 
Medically Necessary” Exclusions?

Aetna: We seek to minimize the number of claims denied based on 
medical necessity through our extensive patient management program, 
which includes features such as pre-certification, concurrent review, 
and close communication among our staff and attending physicians.

Cigna: CIigna has a comprehensive policy for ensuring the efficacy 
of the latest medical treatments. We have an extensive process that 
includes review of outside, professional literature and input from 
physicians to determine the safety and efficacy of procedures and 
interventions. We work closely with customers and physicians to 
help determine treatment protocols that ensure appropriate and 
quality care while reducing the number of denials.

Kaiser Permanente: Requests are reviewed and approvals are giv-
en on a case-by-case basis. 

UnitedHealthcare: UnitedHealthcare does not deny procedures on 
the basis of medical necessity and our benefit plans do not contain 
medical necessity exclusions. We believe that healthcare consum-
ers and their doctors are best qualified to make decisions about 
healthcare. Denials on the basis of “experimental or investigative” 
are very rare. If an individual has a life-threatening sickness or 

condition (one that is likely to cause death within one year of the 
request for treatment), we may determine that an experimental, in-
vestigational, or unproven service meets the definition of a covered 
health service for the sickness or condition. This determination is 
based on whether we find the procedure or treatment to be promis-
ing and that we find that the service uses research protocol that 
meets standards equivalent to those defined by the National Insti-
tutes of Health.

9.  Do You Capitate PPO Providers? If 
Not, How Are They Compensated?

Aetna: No. Physicians are paid based on a negotiated fee schedule,  
which compensates physicians at the lesser of their usual charge or 
the negotiated fee. Each of our networks has a unique fee structure. 
We incorporate the federal government’s RBRVS methodology for 
procedure-related services while allowing for local differences for 
office and hospital visit services.

Blue Shield: Blue Shield does not capitate PPO providers. PPO con-
tracted providers (physicians and ancillary providers) have agreed 
to accept Blue Shield’s allowances as payment in full, which are 
valued-based and reviewed annually.

Cigna: No, we reimburse physicians on a maximum allowable fee 
schedule or a discounted fee-for-service arrangement. For physi-
cians who are part of our collaborative accountable care initiatives, 
we also provide reimbursement for care coordination services and 
have a pay for performance component if physicians meet  targets 
for improving quality and lowering medical costs.

Health Net: PPO physicians are typically reimbursed at a discount-
ed-contract-fee schedule.

Kaiser Permanente: No, our PPO providers are part of the Private 
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Healthcare Systems (PHCS) Network. PHCS Network contracts with 
the Providers to negotiate a lower rate for services rendered. Provid-
ers are paid based on the negotiated rate for claims submitted for 
covered services.

UnitedHealthcare: The majority of physicians in our networks are 
reimbursed according to a Maximum Allowable Fee Schedule based 
on the Resource Based Relative Value Scale Fee Schedule (RBRVS). 
Our fee schedule is established by applying a conversion factor to 
RBRVS values. The conversion factor is based on competitive mar-
ket conditions, medical expense expectations, and physician ac-
ceptance. The advantage of this funding arrangement is that we 
reimburse physicians only for services rendered based on time and 
intensity with adjustments for geographical differences. For some 
high-cost specialists, we employ prepayment (capitation). This en-
sures that we are able to manage expenses for high-cost services 
to a planned target.

10.  What Happens When a Member Provider Bills 
a Participant Inappropriately for Services?

Aetna: Balance billing of the patient is not permitted. The provider-re-
lations staff monitors compliance and educates providers. A provider 
who is found to have inappropriate balance billing may have his or her 
contract terminated in some cases.

Blue Shield: Network providers are prohibited from balance billing 
patients. When a member is billed inappropriately for services, Blue 
Shield customer service representatives can usually resolve the issue 
by contacting the provider’s office to clarify the member’s benefit and 
the Blue Shield reimbursement schedule.

Cigna: Our contracts prohibit balance billing by physicians. The cus-
tomer  should contact us about the issue and we will investigate. Our 
customer service associates are available by phone 24 hours a day, 
seven days a week.

Health Net: Health Net will intervene on the member’s behalf by work-
ing directly with the provider’s office.

Kaiser Permanente: In the unfortunate event that a provider bills an 
insured inappropriately, the insured should contact Kaiser Perman-
ente Insurance Company (KPIC) customer service. If the issue requires 
any type of special handling, KPIC Operations staff will intervene and 
assist in reconciling the claim on the insured’s behalf.

UnitedHealthcare: Our physician and other healthcare professional 
contracts preclude physicians and other healthcare professionals 
from balance billing enrollees. The contracts also address how physi-
cians and other healthcare professionals must submit claims. We take 
appropriate action if network physicians or other healthcare profes-
sionals attempt to balance bill enrollees or to bill enrollees for covered 
services in breach of their contract requirements. We protect our cus-
tomers from claims liability by fulfilling all state mandates concerning 
participation in guaranty associations, maintaining state contingency 
reserve requirements or obtaining reinsurance agreements. Our stan-
dard hospital contracts also contain provisions to protect individuals 
receiving health services from balance billing when an insurer be-
comes insolvent. If a network physician or other healthcare profes-
sional becomes insolvent or otherwise unable to continue to render 
healthcare services to individuals, we help reassign individuals en-
rolled in our plans to other physicians.

11.  Do You Have a Registered Nurse on 
Call 24 Hours a Day for Questions at 
the Plan Level and the PPO Level?

Aetna: Yes, nurses provide information on a broad spectrum of health 

issues virtually 24 hours a day, seven days a week. They also provide 
ongoing follow-up information as needed and perform customized 
research when appropriate. Standard service is included in the full-
risk, prospectively rated PPO plan. The informed Health Line may be 
purchased as an additional service for self-funded or retrospectively 
rated PPO plans with over 1,000 or more total enrolled employees. 
The minimum group size can be a mix of active employees and retir-
ees (e.g., 800 active and 200 retirees).

Blue Shield: Yes, Blue Shield’s NurseHelp 24/7 is a service for all of 
our fully insured groups and is available as a buy-up for self-insured 
groups. It provides a nurseline, which is staffed 24 hours a day, seven 
days a week with registered nurses and master’s-level counselors. 
Any member of a fully insured Blue Shield health plan can take ad-
vantage of this service at no extra charge.

Cigna: Yes, Cigna’s customer service line is open 24/7 365 days 
a year. We also offer a 24-hour Health Information Line staffed by 
nurses.

Health Net: Yes, Health Net’s Decision Power® suite of programs 
features Nurse24SM, a 24-hour-a-day nurseline offered through our 
external vendor, AlereTM. Nurse24SM is a telephonic support pro-
gram that empowers participants to better manage their health and 
make informed health care decisions. Better access to information 
and care increases a member’s ability to make a timely choice in 
seeking appropriate care.    

Nurse24 Services: Available 24 hours a day, seven days a week, 
highly trained registered nurses (licensed in the state where the 
member resides) are available to guide members to the right care 
setting — physician office, urgent care, emergency room — as well 
as to offer support concerning home- or self-treatment of symptoms 
and conditions. Nurse24SM offers assistance to participants coping 
with chronic and acute illness, episodic or injury-related events, and 
other health care issues. Access to evidence-based, reliable, clinical 
support for decision assistance after hours increases the likelihood 
that our members will seek care at the appropriate level. The program 
increases the efficiency and reduces the cost of after-hours care. Pro-
gram highlights include:
•   Chat capability from the member portal with Nurse24SM clinicians
•   Health information managers who have experience in health issue 

discovery and are trained in telephone triage
•   Improved continuity of care – integration with Decision Power® dis-

ease management and case management services 
•   Significant employer cost savings potential – a convenient and use-

ful alternative that helps reduce excessive or unnecessary emer-
gency room visits

•   Access to nationally recognized Healthwise® Knowledgebase with 
more than 5,500 health topics. 

Alere has achieved the National Committee for Quality Assurance 
(NCQA) Health Information Products Certification for “Health Informa-
tion Line” for the Nurse24SM nurseline program. 

Kaiser Permanente: The insured have 24-hour access to HealthDia-
logue nurse line as well as full access to the health and wellness 
information available to Kaiser members on kp.org. This includes ac-
cess to health programs, services, and advice.

UnitedHealthcare: Optum, the UnitedHealth Group care manage-
ment company, provides toll-free, 24-hour, 365-day access to the 
“NurseLine.” Experienced registered nurses discuss treatment op-
tions and help individuals get the appropriate level of care. Nurse-
Line gives individuals information that helps them make educated 
decisions about their personal health and use of medical resources. 
Some services must be purchased as a buy-up based on the funding 
arrangement of the plan.



The Excess Disability 
Insurance Market is 
evolving. Petersen 
International 
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of the fi rst “To Age 
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insurance market.
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12.  What is the Plan or PPO Doing to 
Have Online Systems for Eligibility, 
Administrative Changes, Referrals, Etc.?

Aetna: EZLink streamlines several benefits and HR functions. It links 
to our enrollment and billing systems and provides real-time eligibil-
ity; online enrollment, account maintenance, online billing, and elec-
tronic-funds transfer for payment.

Blue Shield: Our website has a password-protected section with per-
sonalized member health plan account information. Members can 
view detailed benefit information and find customer service phone 
numbers and addresses. Via e-mail, they can reach customer ser-
vice, submit changes to account information, request new member ID 
cards, download claim forms, and request a new personal physician. 
Blue Shield can offer online enrollment to all our employer groups 
through our partnership with leading online vendors. This partnership 
gives benefit administrators direct access to the eligibility system as 
set up by the vendor allowing for functions such as employee eligibil-
ity tracking, plan enrollment, open enrollment, and life event enroll-
ment transactions. Additionally, the use of an outside vendor allows 
for incorporation of benefit design from more than one carrier, provid-
ing employer groups with a single online enrollment service.

Cigna: The Cigna for Health Care Professionals website (www.cig-
naforhcp.com) offers secure and easy access to real-time transac-
tions such as pre-certification, claim status, eligibility, and benefits. 
Information on Cigna policies and procedures is also available. In ad-
dition, Cigna has enhanced the myCigna.com portal, which enables 
members to personalize their site for their individual use. Informa-
tion includes the ability to review hospital and provider quality data, 
gather specific disease information, track claims and explore drug 
alternatives that might be a cost savings.

Health Net: Health Net’s website, www.healthnet.com, is a secure 
website which requires a personalized identification number (PIN). 
Members, employers, providers, and brokers can perform a wide 
range of online administrative functions. Members in an active or 
COBRA program can view or modify their enrollment information. Pro-
viders can verify eligibility, find specialists for referrals, and submit or 
check claim status. Health Net also offers online billing and payment 
for members, brokers, and employers, including 24-hour account ac-
cess to process enrollment and maintain member eligibility. Users 
can view, print, and pay bills. Enhancements for our sites are ongoing.

Kaiser Permanente: Kaiser Permanente offers online billing and ad-
ministration functions to its employer groups through a system called 
Online Account Services. Employers can pay their premiums, make 
administrative changes, and view their accounts. 

UnitedHealthcare: Members, physician, and employers have access 
to their data and the capability to communicate directly with us on-
line. Our consumer Internet solution – myuhc.com – allows people to 
do the following:
•  Choose a plan.
•  Locate network professionals.
•  Access claims history and explanations of benefits (EOBs).
• Complete a health assessment and develop an action plan.
•Order ID cards and print temporary ones.
•Communicate with a nurse.
• Compare hospitals.
Healthcare professionals can do the following:
•Verify patient eligibility, applicable co-payment amounts, and YTD 
and out-of-pocket accumulators.
•Search the notification database and complete multiple notifica-
tions in one session
•Submit claims.

•Receive payment statements and reimbursement.
•Perform online reconciliation and electronic funds transfer.
•Submit credentialing data online.
•Complete online CE programs
The following features are available through Employer eServices:
•Receive Web-based eligibility management.
•Get simplified invoices, real-time calculations, and downloadable data.
•Do Customer reporting
•Get Claim status information.

13.  What is the Relationship of your HMO 
Provider Network (if you have one) to 
Your PPO Provider Network? Do HMO 
Providers Have to Participate in the PPO 
Network? How big is your PPO Network 
compared to your HMO Network?

Aetna: Standard provider contract provisions generally apply to all of 
our plans and products that the provider participates in. However, it is 
not mandatory for a provider to participate in all products.

Blue Shield: Blue Shield’s HMO and PPO networks are separate. The 
HMO network is capitated based on medical group and IPA contracts 
throughout the state with some directly contracted networks in spe-
cific geographies.

With the PPO, there are value-based allowances and contracts with 
individual physicians and medical groups. HMO providers do not have 
to participate in our PPO network, though many of them do.

Blue Shield’s PPO network has 65,000 physicians (defined by ac-
cess points) and 350 hospitals, and our HMO network has 32,000 
physicians (defined by access points) and 300 hospitals.

Cigna: Cigna does not require PPO network physicians to participate 
in the HMO (or vice versa). The HMO network is contracted with Cigna 
HealthCare of California Inc. The PPO network is contracted with Con-
necticut General Life Insurance Company, a Cigna company. While 
there is considerable overlap, we have many physicians just in one 
network (e.g. PPO only). In California, our HMO network is about 80% 
of the size of our PPO Network.

Health Net: Health Net of California has taken a multi-product ap-
proach in contracting with providers, with approximately 65% of 
Health Net’s PPO network practitioners also participating in the 
HMO network. While HMO providers are not required to participate in 
Health Net’s PPO network, approximately 88% of them do so. Health 
Net of California’s HMO network includes more than 49,000 primary 
care physicians and specialists in the California 30-county HMO ser-
vice area and more than 65,500 primary care physicians and special-
ists in the PPO network.

Kaiser Permanente: Our PPO and HMO networks are not affiliated. 
KPIC contracts with PHCS Network to provide access to providers and 
facilities nationwide for our PPO plan members. PHCS currently has 
more than 658,000 providers and 4,200 acute care facilities nation-
ally and more than 68,000 providers in
California. The Kaiser HMO offers more than 9,100 providers and 
more than 160 facilities in California.

UnitedHealthcare: UnitedHealthcare’s network includes 570,000 
physicians and healthcare professionals and 4,800 hospitals na-
tionwide. In general, UnitedHealthcare’s contracts apply to all of 
our commercial products ensuring that employees have a consis-
tent experience throughout the country. Providers are not required 
to participate in all our products, but the majority of them do. The 
UnitedHealthcare Select or Choice HMO networks apply locally and 
are subject to state laws. q 
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Helping LTC 
Planning Clients 
Believe in Themselves

Long Term Care4by Wendy Boglioli

Planning to cover long-term care costs 
can be overwhelming given the myriad 
of financial obligations facing those who 
are nearing retirement or in retirement 
coupled with the desire to provide an 
inheritance. With the higher cost of 
care, Californians are even more flum-
moxed than the average American as 
to how to pay for these potential costs. 
During my career, I have spoken with 
thousands of people about their finan-
cial future. Many doubt their ability 
to cover these costs on their own. 

Four ways to Help Your Clients

Albert Bandura, the world-renowned 
psychologist from Stanford Univ., has 

focused much of his career on “self-
efficacy,” which is the belief in one’s 
capabilities to achieve a goal or an 
outcome. Researchers have been explor-
ing the connection between self-efficacy 
and financial well-being because it can 
be such a powerful catalyst for change. 

Based on Bandura’s research, it would 
stand to reason that people who believe 
that they can be successful in per-
sonal financial matters have a positive 
outlook, exert more effort, and recover 
more quickly from setbacks. But people 
who have self-doubt remain fearful 
rather than productive and proactive. 

You can inspire motivation and suc-
cess with your clients by integrating 

Bandura’s four sources of self-efficacy 
into your financial planning practice: 
 1.  Success – Experiencing success is 

the most effective way to build self- 
efficacy. A client’s success in financial 
matters is the strongest indicator of 
their financial self-efficacy. A cli-
ent who continually fails to achieve 
financial goals is very likely to 
continue to fail. You should define 
short-term achievable goals that al-
low clients to experience success and 
build up to a higher level of financial 
self-efficacy. It could be as simple 
as creating a savings account. This 
step could give them the confidence 
to take on larger financial goals, 
such as creating a financial plan to 
reduce spending and pay-off debt. 

2.  Vicarious Experience – During your 
client meetings, ask about people 
whom they admire or wish to emu-
late financially. Statements such as, 
“My brother and his wife were able 
to take early retirement,” may spur 
discussion about how that success 
was achieved and how your client 
can achieve similar outcomes. 

3.  Verbal Encouragement – Verbal 
encouragement can persuade people 
that they have the skills to succeed. 
Highlight areas where your client has 
enjoyed success in their lives and ex-
plain how those same skills can deliver 
success in their financial matters.

4.  Management of Physical and Emo-
tional Response – Moods, physical 
reactions, and stress affect how people 
view their capabilities. Although it 
may be difficult to help your client 
control their stress or their emotions 
(other professionals likely better 
suited for that task), addressing the 
unknowns of future finances like long 
term care may greatly improve that 
emotional state. This is the perfect 
opportunity to suggest that your 
clients talk with their loved ones and 
put into place a strategy to deal with 
the emotional, physical and finan-
cial possibilities of those issues. It’s 
also important to pass along useful 
resources that can help your clients 
manage such emotions, such as 
www.longtermcareinsurance.org. 

–––––––––
Wendy Boglioli is national 
spokesperson for Genworth.

C
alifornians don’t have it easy when it comes to 
paying for long term care. Across the Golden 
State, assisted living costs run about 7% higher 
than nationally, at $45,000 per year. The cost 

of a home health aide in California ($52,624) is over 
$7,000 per year more than the national average. 
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Nine Things Your 
Clients Must Know 
About Long-Term 
Care Planning

Long Term Care4by Brian Vestergaard and Jesse Slome

November is Long-Term-Care 
Awareness Month, which is an ef-
fort to educate consumers about the 
importance of proper LTC planning 
and financial solutions like long-term 
care insurance. Take the opportunity, 
this month, to start an LTC conversa-
tion with your clients. For many, the 
first step in learning about potential 

solutions like LTC insurance is to 
learn the basics. After all, while most 
Americans understand the likelihood 
of needing care, more than 75% of 
Americans age 30 to 65 think they 
should know more about LTC cov-
erage, according to the “3in4 Need 
More” Association. There’s no better 
time to share the following facts:

1  Health insurance 
Doesn’t Cover 
LTC services

Seven in 10 Baby Boomers believe that 
the Affordable Care Act will cover LTC 
costs, according to a report by the Bi-
partisan Policy Center. To help explain 
long-term care, think care versus cure. 
Long-term care generally focuses more 
on caring than on curing. Long-term 
care is the assistance, care or service 
that a person needs when they cannot 
perform basic activities of daily living, 
such as bathing, dressing or eating – a 
need that often increases over time. 
In contrast, health insurance covers 
the skilled or acute care that is needed 
to return someone to good health. 

2  Often, Government 
Programs Don’t 
Meet LTC Needs

Medicare and Medicaid may help pay 
for some LTC services, but only under 
certain circumstances. Medicaid has 
rules and requirements about which 
LTC services are covered and state-
specific poverty guidelines, which can 
require families to spend-down their 
assets. Medicare is a senior health 
insurance plan that covers skilled care 
designed to improve a patient’s health 
condition. It does not cover custodial 
care. Additionally, these programs 
often don’t provide home care.

3  Paying Out-Of-
Pocket Can 
Deplete Your 
Savings Quickly

It can be very hard for most people to 
save enough money to pay for LTC costs 
on their own. Paying out-of-pocket for 
just a few years of long-term care can 
erase a lifetime of savings and threaten 
the retirement that your client spent 
decades building. The average an-
nual costs for long-term care services 
in California are $52,510 for care at 
home, $44,520 for care in an assisted 
living  facility, and more than $97,000 
for care in a nursing home (private 
room), according to the National 
Clearinghouse for Long-Term Care 
Information. For this reason, many 

U
nfortunately, the long-term care (LTC) conver-
sation comes too late for many families. Too 
often, families are left to scramble for options 
when an elderly parent or a spouse has an LTC 

event, such as a stroke, the advancement of chronic 
conditions like Alzheimer’s or dementia, or other ill-
nesses. Failing to plan ahead can have serious finan-
cial, emotional, and health consequences for a family. 



consider LTC insurance to be an inte-
gral part of a person’s financial plan.

4  LTC Insurance Covers 
Much More Than 
Nursing Home Care

Many LTC insurance plans allow 
policyholders to get care in the setting 
they prefer. LTC insurance can pro-
vide benefits for home care for those 
who prefer to age in place, as well as 
for care in an adult day care, hospice 
center, assisted living facility or nursing 
home. In fact, most newly opened LTC 
insurance claims are for home care. 
Waiting for a crisis or going without a 
LTC plan severely limits one’s options.

5  LTC Insurance Is 
More Affordable 
Than You Think

Can your clients afford $270,000? That’s 
the cost for three years of long-term 
care in California (six months of home 
care, 2.5 years in a nursing home), 
which is the average duration of need, 
according to the National Clearinghouse 
for Long-term care Information.  Clearly, 
most people will have a harder time af-
fording long-term care services without 
insurance. Many LTC insurance plans 
are designed to fit a range of budgets 
with benefit levels that fit personal 
needs. Having some protection from 
the financial demands of long-term care 
is better than having none; it doesn’t 
have to be an all-or-nothing decision. 

6  Age and Health 
Make A Big 
Difference

Many people put off LTC planning, 
which can be a costly mistake. Age and 
health are two of the most important 
factors when applying for LTC insur-
ance. The younger and the healthier 
an applicant is, the more likely they 
are to qualify for a lower premium. 
 Additionally, accidents and chronic 
illness, which can happen at any age, 
can necessitate extended custodial 
care. Applying at a younger age helps 
make LTC insurance more affordable 
and provide more coverage options 
(the average age for new LTC insur-

ance applicants is 57). The bottom 
line is that LTC insurance is not just 
for older seniors; the earlier your 
clients start planning, the better.

7  Optional 
Features Can 
Make Coverage 
More Affordable 
and Flexible

Many LTC products offer a shared 
care feature that allows couples to 
share their benefits even if one policy 
is exhausted and care is still needed. 
LTC insurance can also include a future 
purchase option, which allows policy-
holders to increase their benefits every 
few years without submitting evidence 
of insurability. This offers younger 
buyers affordable protection now and 
the ability to add coverage down the 
road when they are more likely to need 
it. In most states, consumers can also 
purchase LTC insurance policies that 
qualify for the Long-Term Care Part-
nership Program, which protects a 
portion of a policyholder’s assets from 
Medicaid spend-down requirements if 
a policy is exhausted and care is still 
needed. In many cases, these poli-
cies are transferrable between states, 
should the policyholder relocate. 

8.  LTC Insurance 
Supports Family 
Caregivers

Family and friends play an important 
role in long-term care. According to 
AARP, more than 42 million Americans 
provide care to an adult with limitations 
in daily activities. When this care is 
prolonged, it can bring significant strain 
to the caregiver – physically, emotion-
ally and financially. LTC insurance 
can help supplement such informal 
care and ensure that care is received 
if a spouse or family member isn’t 
physically capable of providing care.

9  LTC a Critically 
Important Issue 
for Women

Long-term care truly is a women’s issue. 
Women make up 66% of our nation’s 

caregivers, according to the National 
Alliance for Caregivers. The burden of 
caregiving affects their finances, health 
and family. Consider the following:
•  Women live longer than men 

and generally need longer 
 periods of long-term care.

•  As primary caregivers, many women 
use their retirement savings to 
care for their spouse, leaving little 
or nothing for their own care. 

•  Women make sacrifices at work due 
to their caregiving roles, such as 
passing up promotions, cutting their 
hours or even quitting all together. 
Such sacrifices can add up to more 
than $324,000 in lost salary and 
benefits over a lifetime for women 
caregivers over 50 who leave the 
workforce, according to AARP. 

•  Elderly women are far more 
likely than men to run out of re-
sources and end up in poverty.
Don’t let your clients wait until it’s 

too late. Talk to them about LTC plan-
ning. Helping them understand why 
solutions like LTC insurance provide 
a critical piece of a retirement puzzle 
will help you understand their finan-
cial concerns and priorities. In the end, 
opening the door to a LTC conversation 
and sharing this important informa-
tion might just help you close a sale.q
–––––––––
Brian Vestergaard is vice president of 
Product and Marketing for LifeSecure 
Insurance Company, based in Brighton, 
Mich. LifeSecure provides uncomplicat-
ed insurance and non-insurance solu-
tions to help people protect themselves 
from unforeseen health-related risks and 
expenses. The company’s insurance prod-
ucts are sold through a network of inde-
pendent marketing organizations, bro-
kers and agents. Additional information 
is available at www.YourLifeSecure.com.
Jesse Slome is executive director of the 
American Association for Long-Term 
Care Insurance, the national organiza-
tion headquartered in Westlake Village, 
Calif. Slome founded Long-Term Care 
Awareness Month in 2001 and was se-
lected in 2014 as one of four ‘visionaries 
who are changing the future of the insur-
ance industry’ by the National Under-
writer. Slome is publisher of the LTC In-
surance Industry Sourcebook. For more 
information, visit www.AALTCI.org.
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Keeping Employees 
and Budgets Healthy 
with Complimentary 
Alternative
Medicine  Benefits

Acupuncture & Chiropractic4by Leila Morris
An example of this growing ac-

ceptance is the nation’s first doctor-
ate program in acupuncture and 
oriental medicine at the Southern 
California Univ. of Health Sciences, 
which recently received regional 
accreditation from the Western As-
sociation of Schools and Colleges.

A study at Rutgers University reveals 
that electro-acupuncture is effective in 
treating a potentially deadly and all too 

common condition – Sepsis. This inflam-
matory response to infection contributes 
to half of all hospital deaths, accord-
ing to the American Thoracic Society. 
Researchers also find that electro-acu-
puncture may be effective in treating 
common inflammatory diseases, such 
as rheumatoid arthritis, osteoarthritis 
and Crohn’s disease. “This research 
shows physical evidence of acupunc-
ture’s value beyond any that has been 
demonstrated before,” says researcher 
Luis Ulloa of Rutgers New Jersey 
Medical School who is quoted in the 
university publication, Rutgers Today. 

A study in the journal of The North 
American Menopause Society (NAMS) 
finds that acupuncture can also 
 alleviate the severity and frequency 
of hot flashes in natural menopause. 
This finding is significant since grow-
ing numbers of women are opting 
out of hormone treatment. Also, the 
National Institutes of Health (NIH) 
reports that acupuncture is effec-
tive in treating persistent pain con-
ditions, including back pain, neck 
pain, and carpal tunnel syndrome.

The benefits of using acupuncture for 
pain are not lost on one of the nation’s 
biggest employers. The Army News 
Service reports that acupuncture and 

A
t one time, acupuncture and chiroprac-
tic were considered fringe medicine. But 
the use of complimentary alternative medi-
cine (CAM) has gained growing acceptance 

among employers and consumers as it has proven 
to be effective in treating a range of conditions. 

“By offering 
chiropractic
on-site, employers 
significantly increase 
the opportunity 
for financial and 
clinical success.”
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other forms of alternative and comple-
mentary medicine are helping Army 
patients reduce the use of opioids to 
block pain. Brig. Gen. Norvell Coots, 
deputy commanding general of the U.S. 
Army Medical Command, testified at a 
recent hearing of the Senate Veterans 
Affairs Committee. He said that, in 
2011, 26% of all service members were 
prescribed at least one type of opioid 
medication. That number was brought 
down to 24% last year, partly due to 
the use of acupuncture, yoga and other 
alternatives to medication. “It is a small 
difference, but I think it still repre-
sents a big cultural change and a move 
ahead,” Coots told the committee. He 
said that the Army has seen a big up-
swing in the use of alternative medicine 
in the past few years, and its use has 
been written into the Army’s Compre-
hensive Pain Management Campaign. 
“All the statistics are showing now that, 
with a big push for cultural change with 
integration of these alternative modali-
ties, we’re seeing a downturn in opioid 
usage across the military, particularly 
across the Army,” Coots said. Robert 
Petzel, undersecretary for Health, 
Department of Veterans Affairs, told 
the committee that the VA’s treatment 
plan for pain now includes chiropractic 
care, massages, mindfulness medita-
tion, exercise therapy and relaxation.

Research is also promising for chiro-
practic care. The National Institutes of 
Health (NIH) has found that chiropractic 
procedures relieve back and neck pain, 
headaches, and joint conditions like knee, 
hip and shoulder pain. NIH also reports 
that two out of three patients who visit a 
CAM provider for pain get needed relief. 

It stands to reason that the health-
care system can achieve substantial 
cost savings when a chiropractor 
can save a patient from having back 
surgery or needing injections or ad-
dictive narcotics. Also, CAM offers 
a quicker return to work for the em-
ployees due to its all natural, less 
extreme treatment procedure, says 
Greg Clure vice president of Sales 
Landmark Healthplan of California. 

A study by the Foundation for 
Chiropractic Progress (F4CP) finds 
that offering chiropractic services at 
onsite employee clinics lowers health-
care utilization and costs compared 

to offering off-site services. On-site 
chiropractic services are associated with 
lower utilization of radiology services 
and physical therapy, as well as fewer 
visits to outpatient and emergency set-
tings. Study co-author Ross M. Miller, 
M.D., M.P.H., says that employers 
are seeking innovative solutions as 
the nation restructures its healthcare 
delivery system. Many companies with 
an on-site health center think that 
chiropractic care has a great potential 
to bring a higher return on investment.

Gerard Clum, D.C., a F4CP spokes-
person says, “Doctors of chiropractic 
provide evidence-based care that is 
both non-pharmacological and non-
invasive to address common problems, 
such as low back pain. By offering 
chiropractic on-site, employers sig-
nificantly increase the opportunity for 
financial and clinical success.” Low 
back pain is one of the primary rea-
sons for visits to U.S. healthcare 
providers, according to reports by the 
Mayo Clinic and Cleveland Clinic. 

Standard Process Inc., a Wisconsin-
based manufacturer of whole food 
supplements offers on-site chiroprac-
tic care. Charlie DuBois, president of 
Standard Process says, “We established 
our on-site health center more than a 
decade ago. Throughout the years, we 
have collected data and documented our 
experience, such as healthier employees, 
reduced healthcare costs and improved 
productivity and morale. Chiropractic 
care has always been a core service of-
fered and is now recognized as a chief 
contributor to our program’s success.” 

Clure says that the growing ac-
ceptance of alternative medicine has 
boosted worksite sales of CAM benefits. 
It’s not uncommon for medical doctors 
to recommend chiropractic or acupunc-
ture for back or joint pain and chronic 
headaches, he notes. He finds that 
more groups are asking for this type 
of benefit. Most PPO and many HMO 
plans include a chiropractic/acupunc-
ture benefit, but it is often limited or 
difficult and expensive to access. These 
benefits, which are subject to medical 
necessity, may require the user to pay 
an expensive deductible or co-insurance. 

Stand-alone plans offer more options, 
Clure says. With medical necessity plans, 
the purchaser chooses from a variety of 

co-pays and office visit maximums, which 
can be different than what’s offered with 
their medical plan. Expanded plans 
don’t require medical necessity, and can 
be used for wellness or maintenance in 
addition to the treatment of a medical 
condition. With a standalone plan, the 
user only needs to pay their plans’ co-
pay to access coverage without needing 
to meet any deductibles or pay a co-
insurance. Clure says, “We renew 98.8% 

of our clients each year so the vast ma-
jority is very satisfied. Again, it comes 
down to a high-value, low-cost program 
that employees actually want to use.”

Clure’s first tip in selling CAM ben-
efits is to quote it on every prospect and 
on every renewal. “The coverage gener-
ally sells itself, as it has such a low cost 
compared to a group’s medical cover-
age, with rates starting out a just $1.81 
per employee per month for a small 
group and even lower for a large group. 
While most people would choose not to 
visit their medical doctor if it could be 
avoided, they have no avoidance issues 
with seeing their chiropractor every 
week as it makes them feel better after 
each and every visit.”  Clure says that 
a number of brokers even purchase the 
benefit plans for their groups out of 
their own pockets as a way of adding 
value to their brokerage services and 
gaining a marketing advantage over 
their competitors. This leads to strong 
broker/client loyalty, and makes it 
easier for the broker to retain business 
and attract and gain new clients. q
––––––––
Leila Morris is senior editor of 
California Broker Magazine.

“…electro-acupuncture 
may be effective in 
treating common 
inflammatory 
diseases, such as 
rheumatoid arthritis, 
osteoarthritis, and 
Crohn’s disease.”
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Products
Decision and Support 
Compliance Tools

Guide to Health Plans for MS Patients. 
The Multiple Sclerosis Association of America 
(MSAA) is offering comprehensive, easy-to-follow 
information and resources for the MS commu-
nity about the health insurance marketplace 
under the Affordable Care Act (ACA), Medicare, 
Medicare Advantage, and Medicaid. Visit mym-
saa.org and click on Health Insurance Guide.
–––––––––
Savings Calculator for Self-Funded Employ-
ers. SurgiPrice is offering a transparent, bundled 
bid medical and dental platform for surgeon 
fees, anesthesia fees, and facility fees. A dedi-
cated patient advocate works with consumers 
from start to finish. For more information, visit 
https://www.surgiprice.com.
–––––––––
Virtual Health Concierge. PlushCare, the vir-
tual healthcare concierge, announced that it 
has emerged from beta to virtually connect any 
patient with online doctors educated at world-
class medical schools Stanford and UCSF. Avail-
able on a pay-per-visit basis or through an on-
going workplace benefit plan, PlushCare offers 
same-day diagnosis, treatment, and as-needed 
prescriptions for urgent care, chronic illnesses 
or health advice all from a patient’s computer or 
smart phone. All-inclusive, a PlushCare examina-
tion is available for a $45 flat rate regardless of 
a patient’s health insurance status. PlushCare 
will start in California before rolling out across 
the United States. PlushCare appointments are 
available for $45 per visit. For more information, 
visit www.plushcare.com.
–––––––––
ACA Compliance Tool. ADP is offering ACA com-
pliance solutions for organizations with at least 
1,000 employees in the United States. ADP 
Health Compliance combines Software as a 
Service (SaaS) with rigorous managed services 
staffed by ACA experts who can help to enable 
compliance while managing all of the complex 
regulatory requirements. For more information, 
visit www.adp.com/healthcompliance.
–––––––––
Decision Support for Retiree Health Benefits. 
Towers Watson is offering a decision support 
service that will help early retirees determine 
whether they are better off using a subsidy from 
their former employer or taking a tax credit from 
the federal government. For more information, 
visit towerswatson.com.
–––––––––
Health Plan Comparison Tool. HealthCare.com 
launched a health insurance comparison web-
site. HealthCare.com now features nearly 200 
carriers and more than 90,000 health insur-

ance plans. A tax subsidy calculator estimates 
financial aid from the federal government. There 
is also a tax penalty calculator and a guide to de-
termine which health plan is best for each per-
son. Also, consumers can apply online, talk to a 
licensed agent over the phone, or schedule an 
appointment with a local advisor.
–––––––––
Open Enrollment Video Series. Guardian Life 
is launching an online video series that explains 
how to optimize your workplace benefits to avoid 
coverage gaps and achieve financial goals. It 
can be found onwww.GuardianAnytime.com and 
YouTube.com.
–––––––––
Website for Small Businesses. Colonial Life 
launched a website for small business owners. 
The site offers a free e-book on common mis-
takes when growing a small business. It offers 
tips on common concerns of small business 
owners, such as finding and keeping the right 
people, and managing cash flow. The site also 
offers blog posts on topics from managing Mil-
lennials to saving money. “This new site doesn’t 
have our usual focus on Colonial Life’s products 
and services. It’s designed to help build our rep-
utation with small business owners,” said Steve 
Bygott, assistant vice president, market devel-
opment. For more information, visithttp://www.
coloniallife.com/smallbusiness.
–––––––––
Benefit Engagement Software. Navera an-
nounced its latest release of Benefits Engage-
ment software, a cloud-based service that 
enables employees and consumers to select 
the healthcare and voluntary benefits that 
most closely match their needs. The 2014 Fall 
Release includes major enhancements to the 
consumer experience and to profile-driven and 
context-sensitive plan recommendations.  It 
also offers first-time functionality to support a 
portfolio approach to benefits enrollment.  Steve 
L. Adams, CEO of Navera said, “This is a major 
release driven primarily by client and partner 
feedback and lessons learned from multiple 
deployments. The release delivers a first-class 
consumer experience that is people centric and 
communications focused.  The release also 
builds upon the animation and storytelling that 
have served our clients well.  Consistent with our 
mantra that ‘voluntary benefits are the new core 
benefits,’ we’re also providing more extensive 
decision support for healthcare and voluntary 
benefits. And, finally, our portfolio approach is 
based upon the premise that consumers need 
to learn more about how healthcare and volun-
tary benefits work together to provide the most 
complete and cost-effective coverage.”  For 
more information, visit www.navera.com.
–––––––––

White Paper on Reducing Medicare Sur-
charges . HealthView Services is offering a 
white paper on Medicare Surcharges and a 
Calculator to help Americans better understand, 
manage and reduce Medicare surcharges in re-
tirement. For more information, visit http://www.
hvsfinancial.com.

Medicare

Medicare Options
WellPoint’s affiliated Medicare offerings for 
the 2014 enrollment season will include new 
plans, new provider collaborations, enhanced 
benefits and online doctor visits. The tradition-
al Medicare Advantage and Part D enrollment 
season begins on Oct. 15 with the opening of 
the Annual Election Period (AEP) and contin-
ues through Dec. 7. This is when most people 
eligible for Medicare, including those 65 and 
older and those with certain disabilities, buy 
or change their Medicare plans. WellPoint af-
filiates in 21 states will offer a host of plans 
this year, including Medicare Advantage (MA), 
Prescription Drug Plans (PDPs), Medicare Ad-
vantage Prescription Drug Plans (MAPD), group 
plans and Medicare Supplement products. 
“We recognize that no two Medicare benefi-
ciaries are the same so we are offering an ex-
panded continuum of products with the goal of 
having something for every beneficiary to con-
sider. “This year, in particular, we’ve focused on 
developing products that are a good value and 
easy to use with benefits that help members 
get and stay healthy,” said Marc Russo, presi-
dent of Medicare programs for WellPoint.

WellPoint has developed new, value-based 
contracting partnerships with high-quality 
providers across the country in an effort to 
coordinate health care and improve the qual-
ity of care for its members while working to 
ensure appropriate services are provided. 
“Through these new types of relationships, 
we are working more closely with health care 
providers than ever before,” Russo said.

WellPoint affiliates are adding Dual-Eligible 
Special Needs Plans (DSNPs) in 145 counties 
in 12 states this year. DSNPs are MA plans that 
provide enhanced benefits to people eligible for 
Medicare and Medicaid. DSNPs are the largest 
and fastest growing type of the special needs 
plans. These plans are $0 premium plans with 
$0 copays. All include dental and vision cov-
erage, many feature some transportation to 
doctor’s appointments, and some include over-
the-counter drug coverage. HMOs are being 
introduced in 67 new counties in nine states. 
Vision and dental benefits are being added in 
most WellPoint-affiliated MA plans this year 
where they didn’t exist. Most WellPoint-affiliat-
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ed MA plans will now also include a program to 
help members with advanced illness planning. 
The Vital Decisions program provides counsel-
ing by telephone to help members with certain 
advanced illnesses identify their goals, share 
them with loved ones and take steps toward 
meeting them. More preferred pharmacies. 
Members of all of WellPoint’s affiliated Part 
D standalone Prescription Drug Plans (PDPs) 
and most of its affiliated Medicare Advantage 
Prescription Drug Plans (MAPD) can save on 
their drug copays by using a preferred phar-
macy. The number of preferred pharmacies is 
increasing by almost 50 percent this year.  For 
more information, visit wellpoint.com.
–––––––––
Medicare Drug Plans. UnitedHealthcare intro-
duced its 2015 Medicare health and prescrip-
tion drug plans with an out-of-pocket maximum. 
Most plans members will get their medications 
without paying a separate premium for a stand-
alone Part D plan. For 2015, the company is in-
creasing the number of medications on the tier 
1 of the formulary for Medicare Advantage-Part 
D plans. Many of the medications that benefi-
ciaries use most commonly will be available for 
a lower copay. For example, generic versions of 
Lipitor, Synthroid, Actos, Coumadin, Fosamax, 
Singulair and 72 other drugs will move to tier 
1. UnitedHealthcare is also lowering prices 
through its Pharmacy Saver program in 2015, 
allowing Medicare Advantage members to 
save even more money on their medications. 
Members will be able to show their member ID 
card at participating pharmacies to get select 
generic medications for as low as $1.50 per 
30-day prescription. UnitedHealthcare will of-
fer a choice of Medicare Advantage plans with 
monthly premiums. These plans will offer ad-
ditional features or lower cost-sharing. Monthly 
premiums in 2015 will not change for 60% of 
UnitedHealthcare’s Medicare Advantage mem-
bers. More than 22 million Medicare benefi-
ciaries in the company’s 2015 coverage area, 
including three-quarters of its Medicare Advan-
tage members, will have access to a standard 
UnitedHealthcare Medicare Advantage plan 
with a $0 premium beyond the Medicare Part 
B premium. For more information, visit www.
UHCMedicarePlans.com.
–––––––––
Medicare Supplement and Advantage. Se-
niorQuote Insurance Services is now licensed 
nationwide. SeniorQuote allows Medicare-eligi-
ble seniors to cross-shop multiple carriers for 
Medicare Supplement and Medicare Advan-
tage Plans, with additional support and guid-
ance from a team of insurance professionals. 
For more information, visit SeniorQuote.com or 
call 800-992-7724.

Private Exchanges

Private Exchange Solution. Connecture is of-
fering On Ramp, a full service, private health 
insurance exchange solution and benefit portal. 
On Ramp includes the shopping, enrollment, 
quoting, sales, benefit administration and mem-
ber engagement capabilities. It can be custom-
ized to each client and configured to people in 
every health insurance segment, including those 
in the individual, group, under 65, Medicare, and 
retiree markets. Users answer questions to get 
personalized plan selections. It offers additional 
benefits including wellness programs and ancil-
lary insurance offerings, such as dental, vision, 
life, disability and more through an online ben-
efit store. It includes an out-of-pocket calculator, 
a drug price comparison tool, quoting and sales 
administration tools, and integrated benefit ad-
ministration. For more information, visit www.
connecture.com.
–––––––––
Private Exchange. Genius Avenue has launched 
Genius Benefits. Employers can offer an alterna-
tive to public exchanges for part-time and non-
benefit-eligible employees. Licensed benefit 
counselors provide guidance and information to 
employees over the phone. Genius Benefits also 
includes voluntary benefits, such as dental and 
vision, supplemental insurance coverage, iden-
tity theft protection, telemedicine, pet insurance, 
and discount and savings programs. There is no 
payroll deduction administration because pre-
miums are billed to the employee’s credit card 
or debit card. For more information, visit www.
geniusavenue.com.

Other Health Plans

Health Plan for Expatriates and World Trav-
elers. GeoBlue introduced a health insurance 
plan for expatriates and long-term travelers. With 
GeoBlue Xplorer Select, world travelers who are 
in the U.S. more than 35 days a year, can meet 
the requirements of the Affordable Care Act (ACA) 
while having comprehensive coverage outside 
the U.S. With GeoBlue Xplorer Select, travel-
ers can retain their domestic coverage, but also 
have international benefits to help them access 
care from quality providers outside the U.S. This 
combined approach is often equivalent in cost to 
a high cover, no deductible expat plan. Applicants 
may qualify for short-form underwriting and don’t 
need to provide any medical records or detailed 
health questionnaires. The underwriting process 
is expedited, the assigned rates are not based on 
the applicant’s health history, and maternity cov-
erage is available on the plan effective date. For 
more information, visithttp://www.geo-blue.com.
–––––––––

Pharmacy Benefit Marketplace. Truveris 
introduced RxChoice, a pharmacy benefit 
marketplace. RxChoice allows benefit brokers 
and health plan advisers to generate free phar-
macy benefit quotes from vendors and award 
contracts in minutes. For more information, 
visit www.truveris.com.
–––––––––
HSA. Cigna is teaming up with HSA Bank 
to administer the Cigna Choice Fund health 
savings accounts (HSAs). Cigna’s health 
savings account funds have been adminis-
tered by JPMorgan Chase Bank, N.A., which 
has agreed to sell its HSA administration 
business to HSA Bank for an undisclosed 
amount. The transaction is subject to regu-
latory approval. For more information, vis-
it www.cigna.com or www.hsabank.com.

Employee Benefits

Dental Benefits. Brighter Dental has devel-
oped the Proactive Remittance Organization 
(PRO), a technological evolution of the PPO 
model. Brighter says that the cloud-based den-
tal benefit platform simplifies employer self-
insurance and reduces costs dramatically. It of-
fers pricing transparency, more efficient claims 
processing, and integrated communications 
between patients and providers. It also offers 
a dental shopping platform in which dentists 
compete based on cost, quality, and conve-
nience. The new communications and claims 
payment software makes plan administration 
more efficient and less costly. For more infor-
mation, visit https://www.brighter.com.
–––––––––
Disability Coverage for Part-Timers. The 
Principal Financial Group is offering individual 
disability income insurance for part-time em-
ployees to purchase. Coverage is available for 
employees working 20 to 29 hours per week 
and earning over $40,000 annually. For more 
information, visit www.principal.com.

Annuities

Fixed-Indexed Annuity with Long-term Care 
Benefits. OneAmerica launched Indexed An-
nuity Care, the first fixed-indexed annuity that 
can provide benefits for long-term care (LTC) ex-
penses. Consumers can pay a single premium 
to get Indexed Annuity Care, which offers built-
in leverage for qualifying LTC expenses, such 
as assisted living, home care, adult day care, 
respite care, hospice care, and nursing home 
care. Consumers can add an optional lifetime 
LTC insurance rider benefit to the contract – 
with premiums that are guaranteed never to 
increase. Owners of Indexed Annuity Care can 
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Small Plan 401(k): 
What’s Working and 
Not Working for U.S. 
Small Businesses?

401(k)4by Douglas Dubitsky 

Nearly half of workers without a 
retirement plan are not confident 
about their financial security in retire-
ment, and have less than $1,000 in 
savings, according to the Employee 
Benefit Research Institute (EBRI). 
Employees need more options, not fewer, 
to attain financial security in their 
retirement. Adding access to a work-
place retirement plan, such as a 401(k), 
continues to be one of the most appreci-
ated benefits of any company. Yet, many 
small businesses are still without a 
401(k) plan. Forty-six percent of small 
businesses do not offer a workplace 
retirement plan according to a study 
conducted in 2013 by Guardian Retire-
ment Solutions. This makes it more dif-
ficult for small businesses to attract and 
retain the talented employees who are 
vital to making them competitive in their 
industries. It also does not help close the 
savings gap for the average U.S. citizen. 
In order to help more Americans save, 
small business owners should consider 
offering or improving their workplace 
retirement plan. Even though more 
than half of all small businesses would 
like to make retirement plans available 
to employees, they face challenges that 
prevent them from offering these plans. 

Small Plan Sponsors Need Help 
Navigating the Fiduciary Thicket 

While the majority of small business 
employers are interested in offering re-
tirement plans, the underlying fees and 
expenses, including the potential cost of a 
match, are cited as major concerns when 
offering these plans at the workplace. 
Additional concerns include the staff 
and executive time required to manage 
the plan, along with the need to educate 
employees to manage their investments.
Small plan sponsors who offer a work-
place retirement plan need help de-
ciphering and understanding their 
fiduciary responsibilities. Many plan 
sponsors are not even aware that they 
are the plan fiduciary. An employer 
may benefit from education and assis-
tance from a financial professional who 
can help them understand their role 
and responsibility as a plan fiduciary 
and how service providers can help 
assist in meeting their obligations. 
According to study, plan sponsors who 
work with financial professionals are 
more knowledgeable about plan re-
quirements, including their fiduciary 
responsibilities, and generally offer 
plans that are better designed and 
include more advanced features, such 

F
or many small business owners, offering 
their employees a retirement plan may seem 
like an onerous task. It may feel like it is al-
ready too late or too expensive to  begin. How-

ever, worker savings remain low since many don’t 
have access to workplace retirement plans. 

get income-tax free withdrawals and benefits 
for qualifying LTC expenses, thanks to provi-
sions of the Pension Protection Act (if funded 
from after-tax premium sources). For more in-
formation, visit www.OneAmerica.com.
–––––––––
Fixed, Deferred Income Annuity. Pacific 
Life is offering Pacific Secure Income. The de-
ferred income annuity can provide a pension-
like stream of guaranteed income. It uses a 
portion of assets to guarantee income later in 
retirement. The longer clients wait to take in-
come, the higher their future annuity income 
payments will be. Clients can choose a single 
purchase payment or build income through 
multiple purchase payments. For more infor-
mation, visit www.PacificLife.com.

Life Insurance

Safe Harbor Term. Phoenix is offering Phoe-
nix Safe Harbor Term Life and Phoenix Safe 
Harbor Term Life Express. Phoenix Safe Har-
bor Term Life includes riders that can provide 
accelerated death benefits in case of chronic 
illness, critical illness, or terminal illness. It 
also offers a waiver of premium in case of 
unemployment. An optional accidental death 
benefit rider is available for an additional pre-
mium. It is available in 10-, 15-, 20- and 30-
year term periods to insureds from age 18 to 
between 50 and 80 at the time of issue, de-
pending on the term length and tobacco use. 
For more information, visit www.phoenixwm.
com and www.saybruspartners.com.
–––––––––
Universal Life. MetLife launched the MetLife 
Secure Flex Universal Life product, which of-
fers guarantee provisions and strong cash val-
ue growth. A death benefit guarantee offers 
guaranteed coverage regardless of policy per-
formance up to a certain age (as late as 90 
depending on issue age). Policyholders also 
get a guarantee of policy charges at the end 
of the death benefit guarantee period. As they 
purchase the policy, they know exactly how 
much cash value will be needed to continue 
coverage after the death benefit guarantee 
period ends. For more information, visit www.
metlife.com/moretolife.
–––––––––
Guaranteed Protection Universal Life Prod-
uct. The Penn Mutual Life has reduced no-
lapse guarantee premiums for the popular 
lifetime level and 10 pay options by an aver-
age of 3% to 5%. The premium reduction and 
the chronic illness accelerated benefit rider 
are included on most policies at no additional 
charge at issue. For more information, vis-
it http://www.pennmutual.com. q

Products
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as an employer match, target date 
funds, and a managed account option. 
Additionally, 61% of plan sponsors 
who work with a financial professional 
are very satisfied with their 401(k) 
plan, compared to only 40% of spon-
sors who are very satisfied with their 
plan and do not use a financial pro-
fessional. There is a wide gap in plan 
satisfaction between those sponsors 
who work with financial professionals 
and those who choose to go it alone. 

Non-Sponsors are Paralyzed 
by the Complexity of 
Retirement Plans

There are huge opportunities for fi-
nancial professionals in the small-plan 
market. Fifty-eight percent are inter-
ested in setting up a plan within the 
next three years. But, nearly 30% of 
business owners don’t know which type 
of plan is best for their company.
These small business owners may feel 
intimidated, uninformed and uncertain 
about how to begin the process, but 
for many non-sponsors the appeal of a 
401(k) plan runs deep. This creates an 
opportunity for financial professionals 
to showcase their expertise and help 
guide the decision making process. 
Financial professionals can coordinate 
service delivery and help small business 
owners provide new financial tools to 
their employees in addition to providing 
them with the fiduciary education and 
fiduciary support solutions they seek. 

Do Small Business 
Employees Need 401(k)s?

The study reveals that nine in 10 plan 
sponsors consider their 401(k) successful 
when it comes to helping them recruit and 
retain good employees. Offering this bene-
fit keeps small businesses competitive and 
secures an adequate retirement income 
for their employees. Based on the study 
results, employers also say that their 
plans work for their employees. Approxi-
mately nine in 10 employers say their 
401(k) is successful in making retirement 
savings easier, providing planning tools, 
encouraging systematic savings and help-
ing employees fund a secure retirement. 
With fewer companies offering tradi-
tional pension plans, the average worker 
needs help to secure their retirement. 
Nothing in history has helped promote 

retirement savings more than work-
place defined contribution plans. 

Advisors Increase 
Plan Satisfaction 

Virtually every aspect of 401(k) spon-
sorship is more successful if a financial 
professional is involved. Financial profes-
sionals are in a key position to provide 
education and guidance to sponsors and 
participants. In fact, the majority of small 
business owners who work with financial 
professionals say they are very satisfied 
with every aspect of their 401(k), partly 
because plans working with financial 
professionals tend to have more features 
and better plan design. While most plan 
sponsors are satisfied, there are still areas 
where employers and employees need 
help. Small-plan sponsors are increas-
ingly realizing the value of working with 
third-party support services and financial 
professionals for outsourced solutions 
that help save time and mitigate fiduciary 
risks. The fact that many non-sponsors 
are extremely confused by their options 
in the 401(k) market reinforces that there 
are more and ample opportunities for 
financial professionals in the small-plan 
retirement market than ever before. 
Adding a workplace retirement plan is 
a win-win for small business owners 
and employees. The offering makes the 
business more competitive when seeking 
talent, and employees access a proven and 
convenient way to save for retirement.
Here are five tips for implementing a 
successful workplace retirement plan:
1.  Work with a competent financial profes-

sional. Business owners who work with 
a financial professional when offering a 
401(k) plan were much more satisfied 
(61%) with their  plan than those who 
did not work with a financial profes-
sional (40%), according to study. 

2.  Understand your role – as the plan 
sponsor, you are the plan fiduciary. This 
means that you have taken responsi-
bility for the plan and you must act in 
the plan’s best interest. Among other 
duties, this includes acting prudently 
and in the best interest of the plan 
participants, selecting and monitoring 
the service providers who help admin-
ister the plan, providing education for 
participants and employees, selecting 
and monitoring the plan investment 
options, and ensuring the plan is paying 

reasonable fees for the necessary ser-
vices required to administer the plan. 
     It is critical to educate yourself on 
these responsibilities, and talk to 
your legal adviser to understand your 
obligations as a plan fiduciary. Ad-
ditionally, your financial professional 
can work with you to help find service 
providers who can assist with these 
responsibilities to ensure you’re doing 
what’s needed for the plan, minimiz-
ing your fiduciary risk and ensuring 
the plan is operating optimally.

3.  Find the right help for you and your 
plan. Look for a record keeper and other 
retirement plan service providers who 
are focused on the needs of small busi-
ness owners to ensure your needs are 
met. Services can include: customized 
and flexible solutions for your business, 
fiduciary support services, investment 
flexibility (target date funds, managed 
accounts, multiple fund choices), access 
to customer service teams, enrollment 
and on-going education and support. 
Small companies do not have the same 
access to staff and resources that larger 
companies do. Working with provid-
ers who understand and cater to the 
small business market and who offer 
these value-added services will help you 
reduce your administrative burdens.

4.  Find the right plan design for you. 
Talk to your third-party administra-
tor (TPA) about a plan design that 
makes sense for you and your employ-
ees. There are many ways to setup a 
workplace retirement plan, not just a 
401(k) (i.e. defined benefit plan, cash 
balance plan, profit-sharing only plan, 
etc.). In order to maximize company 
and employee tax savings and meet 
other plan and business owner objec-
tives, you want to be sure the plan 
has the necessary features to help 
you attract and retain employees. 

5.  Educate your employees. Look to work 
with service providers who can provide 
your employees with robust enroll-
ment and on-going educational tools 
and the support to help them plan, 
save and invest for retirement. At 
the end of the day, you want to make 
sure you can help your employees 
achieve the retirement they desire. q 

–––––––––
Douglas Dubitsky is vice president of 
Guardian Retirement Solutions.
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Linked Products 
Gain Consumer 
Acceptance
Putting More Life 
in Long-Term Care

Linked Products4by Sue Devlin

Price has not been the only deal 
breaker for most consumers. That 
came when they heard the answer to 
the question, “What happens to all 
my paid premiums if I never use it?” 
The “you lose it” answer ended the 
discussion, more often than not.
     While group LTC programs pro-
vide some coverage with a low cost, 
the coverage was generally so anemic 
that it was little more than a Band-
Aid. Taken together, the results have 
been underwhelming, to the point 
that a number of carriers dropped 
their individual LTC products.
     What was needed was an LTC 
coverage solution that made good 
sense in terms of coverage, protec-
tion and cost to a broad range of 
consumers and, at the same time, 
was a product advisors recognized as 
having significant sales potential.
     To its credit, the life insurance indus-
try came up with an answer that realisti-
cally addresses the need for sufficiently 

robust protection (depending on a 
consumer’s circumstances) and 

avoids ever-rising 
rates, while 

providing 
ad-

T
he response to Long-
Term Care (LTC) in-
surance policies has 
been the same for 

the past 20 years. Although 
consumers continue to af-
firm the need for the cover-
age, the price tag on indi-
vidual policies has been too 
high to win them over in 
any numbers, particularly 
as rates continued to go up, 
sometimes dramatically.
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visors with products with significant 
sales potential: the long-term care rider. 
Currently, 30% to 40% of life insurance 
policies are sold with one at an addi-
tional cost that attracts customers.
     At the same time, advisors should 
recognize that it’s important for consum-
ers to understand what they are pur-
chasing when they buy a life insurance 

policy with a linked LTC rider:  LTC 
riders don’t come with a built-in infla-
tion factor. Because of this, the funds 
available for LTC benefits cannot exceed 
the face amount of the contract. The 
funds will not last as long if the cost 
of care increases, as it has over time. 
If this is a client concern, then a life 
policy with a larger face amount can be 
considered, since this would increase 
the amount available for LTC benefits.
When the LTC benefit is accessed, the 
death benefit shrinks dollar-for-dollar. 
In other words, as the LTC benefits are 
drawn down to pay for care, the life in-
surance policy’s death benefit shrinks ac-
cordingly. Again, this may or may not be 
a client consideration, but it’s important 
for the consumer to have a clear under-
standing of how the policy is structured.
Rates are guaranteed and can’t increase. 
If policyholders don’t use the LTC ben-
efit, they do not lose any money because 
100% of the face amount is available 
for the death benefit. This overcomes 
the often-heard compliant about stand-
alone LTC policies — if the policy owner 
doesn’t use it, the money is gone.
     Even though life insurance policies 
with linked LTC riders are generally 
quite straightforward, there are several 
issues that are particularly important 
so consumers can make informed deci-
sions and avoid unpleasant surprises, 

such as the difference between 101(g) 
and 7702B riders. It’s easy for consum-
ers to think they are buying long-term 
care coverage, when, in fact, it turns 
out to be a chronic illness rider that 
only pays benefits if a physician certi-
fies that the policyholder is permanently 
disabled. Indemnity payments are, 
in effect, accelerated death benefits. 
With little or no upfront cost and with 
fewer underwriting requirements than 
a 7702B, this type of rider, known as 
a 101(g), can be appealing. However, 
the words “long-term care” can’t be 
used in marketing this type of rider.
In contrast, a 7702B is a true LTC 
rider, and requires a special license to 
sell the product. Benefits can be ac-
cessed when a physician certifies that 
for at least 90 days, the policyholder 
is unable to perform at least two ac-
tivities of daily living (ADLs) or suffers 
from a severe cognitive impairment.
7702B riders offer indemnity or reim-
bursement payments. The difference 
goes beyond who receives benefit checks 
— a policyowner or a third party service 
provider. The reimbursement option 
offers the flexibility of making the pay-
ments to the policyowner or through a 
third-party service provider, based on 
submitting paid receipts to the insurance 
company. Indemnity payments are made 
directly to those who provide services. 
With reimbursement, payments are 
limited to the actual charges for the 
services, even though the amount stated 
in the policy may be higher. Indemnity 
plans pay the maximum amount al-
lowed by the policy, no matter what 

the actual charges happen to be.

Marketing the 7702B LTC rider

It’s fair to say that anyone express-
ing an interest in LTC true coverage 
is thinking about the type of coverage 
provided by a standalone LTC policy 
or a 7702B rider. If cost isn’t a factor, 
a standalone LTC may the best choice. 
Otherwise, a 7702B rider can be ap-
propriate for meeting the LTC need.
An LTC rider ensures that, if clients don’t 
use the benefits, they have not lost their 
money as they would with a standalone 
LTC policy. At the same time, prospects 
must recognize that they must qualify 
and buy insurance before they can buy 
an LTC rider. Buying the life insur-
ance with a rider when healthy should 
be a priority (and rates are lower, as 
well). Prospects should also understand 
that a rider’s benefits are only avail-
able if the premiums are paid on time.
     While there’s never a perfect solu-
tion, some may come closer than others 
to meeting a client’s need and expec-
tations. Based on sales performance, 
it’s fair to say that a LTC rider on a 
life insurance policy meets with an 
overwhelmingly positive response 
from consumers. While it may not be 
perfect, it’s filling a huge need. q
–––––––––
Sue Devlin is a long-term care insurance 
specialist at First American Insurance 
Underwriters, Inc., Needham, Mass., 
a national life insurance, annuity and 
disability income brokerage firm. For 
more information, contact Sue Devlin 
at 800-444-8715 or sdevilin@faiu.com.

“Even though life 
insurance policies 
with linked LTC riders 
are generally quite 
straightforward, there 
are several issues 
that are particularly 
important so 
consumers can make 
informed decisions”
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IN CALIFORNIA

Covered California 
Announces SHOP Plans
Plans under Covered California’s Small 
Business Health Options Program (SHOP) 
now offer more benefit choices and options 
for adult dental coverage. Employers can of-
fer coverage from two different metal tiers 
for small businesses starting coverage Oc-
tober 1 or later. The dual metal tiers must 
be adjoining: Bronze and Silver plans, Sil-
ver and Gold plans, or Gold and Platinum 
plans. Also, alternate benefit designs are 
being offered through three of SHOP’s car-
riers: Health Net, Kaiser Permanente, and 
Western Health Advantage. These alternate 
benefit designs meet the essential health 
benefits requirement of the Affordable Care 
Act, but vary from the standardized ben-
efits established by Covered California. The 
plans provide expanded employee choice. 
Also, employers can now offer separate 
dental plans for adults beginning in 2015. 
Dental benefits are employee-paid, with no 
additional cost to employers. The six health 
plans and 10 dental plans offered through 
SHOP are a mix of HMOs, PPOs, and ex-
clusive-provider organizations. The health 
plans are from the following health insur-
ance companies:
• Blue Shield of California
• Chinese Community Health Plan
• Health Net
• Kaiser Permanente
• Sharp Health Plan
• Western Health Advantage
The following are successful bidders for 
Covered California’s SHOP dental coverage: 
(Dental Health Services is an additional 
dental carrier for 2015.)
• Access Dental Plan
• Blue Shield
• Delta Dental
• Dental Health Services
• Guardian
• Liberty Dental
• Managed Dental Care
• MetLife
• Premier Access
• Safeguard Health

Businesses are not mandated to enroll in 
SHOP, and there is no penalty for not par-
ticipating. California businesses with 50 
employees or fewer can choose from qual-
ity health insurance plans similar to those 
available to larger businesses. Businesses 
with fewer than 25 employees are eligible 
for tax credits exclusively available through 

Covered California’s SHOP. Covered Califor-
nia’s SHOP has enrolled 1,714 businesses, 
which accounts for 11,510 employees and 
their dependents. Open enrollment for 
SHOP is available year-round.
––––––––––
New Law Helps Californians 
Avoid Losing Their 
Insurance Coverage
In 2016, insurance policyholders can desig-
nate a third party as their back-up contact to 
get notifications from their insurance carrier 
if the policy is in danger of being cancelled 
due to nonpayment of premiums, thanks to 
legislation signed by Governor Jerry Brown. 
Only life insurance and long-term care 
policyholders have had this protection. AB 
1804 expands the protection to automobile, 
homeowners, renters, and disability income 
insurance policies.
––––––––––
New Law Increases Financial 
Data Protection for Insurers

Governor Brown signed a law that pro-
tects the confidentiality of state investiga-
tions into the financial health of insurance 
companies. Under AB 1234 (Levine), the 
Department of Insurance cannot be forced 
to provide sensitive financial data as evi-
dence in a civil proceeding. Commissioner 
Dave Jones said, “Critical and confidential 
information necessary to ensure solvency of 
insurers is now better protected.” The Cali-
fornia Department of Insurance sponsored 
the legislation to align California law and 
practices with the National Association of 
Insurance Commissioners (NAIC) Model Act.
––––––––––
Hispanic Market Initiative
Combined Insurance launched its Hispanic 
market initiative in California, Texas, and 
Florida. Combined Insurance is a leading 
provider of individual supplemental acci-
dent, disability, health and life insurance 
products, and an ACE Group company. By 
the end of 2014, the firm plans to hire 220 
bilingual agents. Doug Abercrombie of Com-
bined Insurance said, “The Hispanic popu-
lation is significantly growing,…yet more 
than 30% of Hispanics lack health insur-
ance, making this an under-served market 
that our products and services fit well into.” 
Leading the Hispanic market initiative will 
be Jorge Enderica, who joined Combined In-
surance in July as vice president, national 
sales-Hispanic markets. He said, “The grow-
ing Hispanic population represents more 
than $1 trillion in purchasing power… It is 
also a community that can be particularly 

well served with supplemental insurance.” 
For more information, visit www.combin-
edinsurance.com.
––––––––––
Digital Benefit Advisors 
Acquires Three Firms
Digital Benefit Advisors (DBA) in Northern 
California has acquired Clark Benefits, Drew 
Miller Insurance Services, and Shargel & Co. 
DBA, which is the nation’s largest employee 
benefits-only company, is expanding its mid-
market advisory services across the country 
with 24 offices. DBA is adding offices in Santa 
Cruz and San Francisco, increasing the team 
to 22 professionals and bringing more than 
250 clients on board. For more information, 
visitdigitalbenefitadvisors.com
––––––––––
Sports Injuries Land Many 
Californians In the ER
Over 300,000 Californian athletes visit the 
ER annually, which is a rising financial risk 
for families as high deductible health insur-
ance grows and health coverage shrinks, ac-
cording to a Sun Life Financial report. More 
Californians participate in each of five sports 
– baseball, basketball, softball, soccer, and 
volleyball – than do residents in any other 
state. The report reveals the following sober-
ing statistics:
•  A household has a 50% chance of having 

an emergency room injury within five years 
when a family member participates in foot-
ball, ice hockey, or soccer.

•  Injuries from seven popular sports lead 
to average ER medical costs of $3,000 to 
$4,000.

•  Football, which has the highest sports in-
jury rate at 8.5% will lead to over 60,000 
California ER visits this year, second only to 
basketball. Soccer is expected to generate 
over 40,000 California ER visits this year.

•  Accident insurance can fill widening gaps 
in medical insurance coverage. Beginning 
in 2018, a 40% excise tax will be imposed 
on the value of health insurance benefits 
exceeding a certain threshold. The estimat-
ed thresholds are $10,200 for individual 
coverage and $27,500 for family coverage. 
Employers are starting to phase out medi-
cal coverage that would be subject to the 
tax.

One doctor, who was interviewed for the sur-
vey, reports a disturbing number of people 
who refuse essential emergency care be-
cause of medical costs. He says that agility 
training can prevent injury by increasing the 
ability to anticipate an accident. For more in-
formation, visit http://bit.ly/ZleIGi.
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Health Plan Report Card
The California Office of the Patient Advocate 
(OPA) is offering a health plan report card. 
Available in English, Spanish, and Chinese, 
the report cards allow consumers to compare 
the quality of care from the state’s 10 largest 
HMOs, six largest PPOs and more than 200 
medical groups.  For more information, visit 
www.insurance.ca.gov.
––––––––––
The NFL Players Assn. PA 
Teams With Petersen
The NFL Players Association launched a dis-
ability insurance program created and admin-
istered by Petersen International Underwriters. 
The program will provide members of the Na-
tional Football League Players Association with 
career-ending, permanent total disability insur-
ance on a guaranteed issue basis, and make 
protection available to players on and off the 
field. Scott Petersen, Petersen International’s 
resident expert of the professional athlete dis-
ability market said, “This new guaranteed issue 
athlete DI plan, has allowed Petersen Interna-
tional to turn a longtime friendship with the 
NFLPA into the chance to provide their mem-
bers with the strongest and most necessary 
of insurance benefits when considering the 
physically hazardous nature of the occupation.” 
Petersen International Underwriters is a Cover-
holder at Lloyd’s and can be contacted at 800-
345-8816 or at piu@piu.org.

HEALTHCARE

Employers Reject 
Private Exchanges
In a departure from other industry polls, 55% 
of employers say they will never stop sponsor-
ing employee health plans in favor of giving 
employees money to buy coverage through a 
private exchange The survey of more than 330 
employers was conducted by National Business 
Coalition on Health and Benz Communications. 
Thirty-two percent are considering moving to a 
private exchange in three to five years; 8% are 
considering moving in the next three years, 
and just 5% said they already use a private ex-
change to provide employees’ health benefits. 
Respondents are largely concentrated in the 
service and technology industries, mainly in 
the Southeast and West regions of the United 
States. Most respondents’ have 1,000 to 
5,000 U.S.-based employees.

Seventy-three percent of employers say that 
the ACA will have the biggest effect on their ben-
efit communication strategy in the year ahead. 
However, 39.4% are maintaining benefit plans 
and coverage levels without increasing employ-

ee costs, such as deductibles, coinsurance and 
copays. Slightly more than 32% will maintain 
benefit and coverage levels, but increase em-
ployee costs.  When asked how their company 
is preparing to comply with the ACA Cadillac tax 
in 2018, 26% say they are maintaining benefit 
plans and coverage levels without increasing 
employee costs; almost 20% are maintaining 
levels, but increasing employee costs and 15% 
are reducing benefit plans and coverage levels 
while increasing employee costs. For more in-
formation, visit http://www.nbch.org/ibcsurvey.
––––––––––
Why Employees Should 
Consider Self Funding
Mid-sized employers should consider self-
funding employee benefits, move to a private 
exchange or establish a defined contribution 
approach to control health care costs over the 
next decade, according to a new white paper by 
Barney & Barney, a Marsh & McLennan Agency 
LLC Company. Employers will bear an even big-
ger share of the cost says Shawn Pynes, Prin-
cipal of Barney & Barney’s Employee Benefits 
division. Benchmarking data in white paper is 
based on responses from more than 330 em-
ployers and 1,084 benefit plans in the U.S. The 
following are key findings:
•  PPO plans are the most costly to employers 

and employees. The employee-only premium 
is now more than $600 per month on aver-
age. Employees are responsible for $168 of 
that amount on average.

•  Over the past three years, office visit copays 
have been creeping up for PPO and HMO 
plans. Copays have risen from an average of 
$19 to $21 for PPOs and from $20 to $22 for 
HMOs years.

•  Employers are offering more low-cost op-
tions, including HMO plans and CDHPs. The 
number of HMO plans offered jumped 15% 
from 2013 to 2014. CDHP implementation 
grew by 13% over the same time period, com-
pared to just 4% with PPO plans.

•  The average copay for an emergency room 
visit has increased steadily over the past few 
years across PPO and HMO plans at $119 
per visit.

For more information, visit www.barneyandbar-
ney.com.
––––––––––
Two-thirds Will Change 
ACA Plans In 2015  
Competition among healthcare insurance 
companies is about to heat up as two-thirds of 
Americans covered via the Affordable Care Act 
(ACA) say they’ll change plans in 2015. A survey 
conducted by Radius Global Market Research 
(Radius GMR) shows that while most say they 
are satisfied with their coverage, that won’t stop 

them from shopping around when it is time to 
renew. The vast majority of the 7 million house-
holds covered by a health insurance plan under 
ACA are satisfied with their coverage, with only 
20% saying they are not satisfied. But most of 
those same households think they can do even 
better.

“Consumers feel that there are opportuni-
ties to get more value from the health insur-
ance market. Plans need…strategies to avoid 
significant customer churn in the coming 
months. Plans would also benefit from boosting 
efforts to educate their customers about the 
Affordable Care Act. Overall satisfaction was 
stronger among those enrollees who reported 
receiving adequate explanation of ACA cover-
age. Only 44% of Americans feel they are well 
informed,” says Kathleen Relias senior vice 
president of Radius GMR. When asked what 
they’ll look for in a new healthcare plan, those 
surveyed named lower costs and improved ac-
cess to doctors and care as their top priorities. 
More than half expect their healthcare premi-
ums to increase in the next six months. More 
than one-third of those who switched primary 
doctors after joining ACA plans did so because 
their doctor was not on the new plan. And about 
25% of households are visiting their doctor less 
frequently and/or experiencing longer office 
wait times. For more information, visit www.
radius-global.com
––––––––––
Doctors Give ACA 
Improved Ratings
The number of doctors giving the ACA an F de-
creased from 30% in 2013, to 22% in 2014, 
according to a survey by The Medicus Firm. 
However, only 9% give the ACA the highest 
grade — up from 6.3% last year.  “Unfortunately, 
the grades, on the whole, are not very positive, 
so it’s good that there is some improvement in 
doctors’ perceptions of the effectiveness of the 
ACA,” said Jim Stone, president of The Medicus 
Firm. Doctors gave the following grades for spe-
cific areas:
•  23% gave the ACA an A for improving access 

to healthcare, up from 12% last year. 27% 
gave the ACA a B for improving healthcare ac-
cess. Only 14% of respondents failed the ACA 
in this category, down from 24% who gave it 
an F last year for this objective.

•  7% gave the ACA an A for improving efficiency 
compared to 6% last year.

•  30% gave the ACA an F for improving efficien-
cy compared to 35% last year.
This year’s survey was conducted after the 

ACA was in full effect for several months.
For more information, visit www.TheMedicus-
Firm.com.
––––––––––
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The Student Health Insurance 
Industry Is Growing
The U.S. student health insurance industry 
and the two insurers that dominate the market 
saw their largest growth in five years in 2013, 
according to a survey by SNL Financial. Aetna 
grew its premiums by 11.12% in 2013, while 
UnitedHealth Group Inc. grew the business 
21.20%. The two companies hold 60.34% 
market share in this segment. Overall industry 
premiums earned grew 20.58% to $1.74 billion 
from $1.44 billion in 2012. During 2013, the 
overall industry reported loss ratio came in at 
79.13%, compared to 76.34% in 2012. Aetna 
serves more than 200 colleges and universi-
ties with over 500,000 medical plan student 
members and their dependents. Aetna ranked 
first in the 2013 U.S. student health insurance 
market share rankings with 35.79% market 
share. The company reported earned premi-
ums of $623.5 million in 2013, up from $561.1 
million in 2012. The loss ratio for this segment 
was reported at 82.05% in 2013, up from 
78.52% in 2012. Aetna writes its student busi-
ness through subsidiary Aetna Life Insurance 
Co.  Student health plans are reported annually 
on the Accident and Health Policy Experience 
Exhibit of NAIC statutory filings. These exhibits 
are reported by entities filing under P&C, life 
and health sectors under individual and group 
policy sections. SNL aggregates the premium 
amounts reported in the individual and group 
sections of these exhibits to calculate the total 
premiums and loss data. For more information, 
visit http://www.snl.com.
––––––––––
Half of Employers to Hit 
Cadillac Tax in 2018
Despite efforts to rein in health care costs, 
roughly half of large U.S. employers will face the 
excise tax in 2018; and the percentage is ex-
pected to rise significantly in subsequent years, 
according to an analysis by Towers Watson. The 
Congressional Budget Office  expects a $79 bil-
lion excise tax burden from 2018 to 2023.

As part of the Affordable Care Act (ACA), the 
excise or Cadillac tax is a 40% tax on the value 
of all affected health care programs a partici-
pant elects that exceed certain dollar thresh-
olds in 2018 and beyond. This non-deductible 
excise tax must be paid by the employer al-
though some employers are considering shift-
ing the costs to plan participants. Seventy-three 
percent of employers are concerned about trig-
gering the tax, and 62% say it will have at least 
a moderate effect on their health care strategy 
in 2015 and 2016. The survey revealed that 
48% are likely to trigger the tax in 2018; and 
82% could cross the threshold by 2023.

Trevis Parson, chief health actuary for Towers 
Watson said, “Even with conservative projec-
tions, the impact of the excise tax on employ-
ers is substantial, yet it is often not fully under-
stood. Each company will need to look at the 
tax carefully based on its own programs, and 
we expect a great deal of variation by industry.”

Randall Abbott, a senior health strategist at 
Towers Watson said, “Even a Chevy may be af-
fected by the Cadillac Tax. For most employers, 
the excise tax will be a question of when, not if, 
unless action is taken. The ACA has put a timer 
on cost management for many employers and 
unless one cuts benefits or improves program 
performance there’s a real risk of triggering it.” 
Abbott says that these three key factors are not 
well known about the tax:
1.  The excise tax is based on employer and em-

ployee premium contributions, not just what 
the employer pays for coverage.

2.  The definition of what’s included for calculat-
ing the tax extends to tax-advantaged health 
care accounts, such as health flexible spend-
ing accounts, health reimbursement ac-
counts, and pretax contributions to a health 
savings account.

3.  The tax is not determined by the value of 
the medical plan, but rather the value of all 
affected health benefits elected by an em-
ployee or family. The tax is based on the ag-
gregate value of the programs an employee 
elects, not just the medical plan value itself.
Annual increases in excise tax thresholds 

are not based on health care cost inflation, 
but on the Consumer Price Index, which was 
1.5% for 2013. That is far less than medical 
cost trend and considerably less than the 4% 
annual health care cost increases that better 
performing employer health plans are expected 
to achieve after plan changes in 2015 .

Abbott said, “With so much at stake, it is 
critical that companies take a close…look at 
their health programs and understand their 
projected costs…It also highlights the need for 
companies to improve their health program 
performance…The good news is that many 
have already taken steps, and with proper plan 
management, the impact of the tax can be sig-
nificantly mitigated. In fact, Towers Watson esti-
mates that the number of companies expected 
to trigger the tax would be considerably higher 
if not for the variety of actions that employers 
have already taken or are likely to take as they 
better understand the challenge. “For more in-
formation, visit www.towerswatson.com.
––––––––––
Medicare Advantage 
Premiums Climb
The number of $0 premium Medicare Advan-

tage plans will decrease 19% from 2014 to 
2015, according to HealthPocket. The analysis 
is based on the federal government’s 2015 
Medicare insurance data. The average Medi-
care Advantage premium will be $62.69 in 
2015, which is 2% higher than in 2014. It is 
also 94% higher than the average of $32.26 
that the government reported before changing 
how it calculates average premiums. The 2015 
premium average is based on anticipated plan 
enrollment rather than average premiums of all 
Part D plan options. The report includes the fol-
lowing statistics:
•  The average drug deductible for 2015 Medi-

care Advantage plans is $129.87, which is 
94% higher than in 2014. The maximum al-
lowable drug deductible is $320 in 2015.

•  The average all Medicare Part D drug plan 
for 2015 is $53.90, which is 1% lower than 
in 2014. However, it is 68% higher than the 
average premium before the government 
changed how it calculates average premi-
ums.

•  The average deductible for 2015 Medicare 
Part D drug plans is $157.91, which is 1% 
higher than in 2014. The maximum allowable 
Medicare Part D deductible is $320 in 2015.

•  The cap on out-of-pocket costs for covered 
drug expenses in Part D and Medicare Ad-
vantage plans is $4,700 in 2015. This limit 
is $150 higher than in 2014. After this out-of-
pocket threshold is reached, the beneficiary 
gets catastrophic coverage with lower drug 
cost-sharing.

For more information, visit HealthPocket.com.

EMPLOYEE BENEFITS

The State of Multi-
Employer Pension Plans 
In 2013, strong investment performance 
buoyed multi-employer pension plans with a 
$45 billion reduction in the funding deficit. 
That’s a 9% improvement in funded status, 
according to a report by Milliman. Strong mar-
ket performance helped plans return to simi-
lar funding levels to what they had before the 
financial crisis. More than half of all plans will 
need to earn an average of 8% or more per year 
over the next 10 years to reach 100% funding. 
Twenty-two percent of these plans were more 
than 100% funded at the end of 2013. At the 
other end of the spectrum, 15% were less than 
65% funded.  Plan maturity is a major contribu-
tor to a plans’ ability to respond to poor funded 
status. Maturity can be measured by the ratio 
of active-to-total participants. From 2002 to 
2012, the active participants in these plans fell 
from 48% to 37%. To view the complete study, 
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go to http://www.milliman.com/mpfs.
––––––––––
Consumers Like 
Integrated Benefits
A WellPoint survey reveals that 81% of consum-
ers say it would be extremely helpful to have 
the same carrier provide their dental, vision, 
and health coverage. Survey respondents most 
frequently point to cost as being extremely im-
portant to consider (67%), followed by compre-
hensiveness of coverage (61%), customer ser-
vice (60%), and ease of use (58%). Additionally, 
86% would expect to save time, save money, 
or get better care if they had the same carrier 
integrate dental with their vision and medical 
benefits. Forty-one percent say it’s time con-
suming finding health care providers that ac-
cept their insurance. For more information, 
visit www.wellpoint.com
––––––––––
Vision Carriers Get a Boost 
From Employer Dynamics 
and Population Shifts
Interest in vision insurance is strong thanks to 
several trends, according to a report by A.M. 
Best. The economy is recovering, employment 
is rising, employers are adding vision cover-
age, enrollment is increasing, and consumers 
are enjoying more disposable income. While 
all qualified health plans under the Affordable 
Care Act (ACA) must include pediatric vision 
coverage, they don’t have to include adult vision 
coverage. Historically, vision plans only have 
been sold as group benefit plans through em-
ployers. The vision insurance market remains 
highly competitive because of its concentrated 
nature, with top players poised to take advan-
tage of emerging trends. Also, vision coverage 
is the least expensive of the four primary health 
benefits after major medical, prescription drug 
and dental. Only about half of employers of-
fer vision coverage, despite its demand and 
relative inexpensiveness. To get a copy of the 
report, visit: http://www3.ambest.com/best-
week/purchase.asp?record_code=228850.
––––––––––
Many Small Business Owners 
Are Bumbling HR Tasks
Many small businesses owners are handling 
HR functions in-house, and they don’t always 
do a good job. Eight-one percent of business 
owners handle core HR functions at their com-
pany while only 2% rely on outsourced HR con-
sultants and firms, according to a Harris Poll 
Survey for TriNet. The following statistics show 
how small business employers are failing at HR:
•  23% lost staff to a competitor because they 

couldn’t match their benefits or compensation.

•  22% couldn’t hire quality talent because they 
couldn’t match their competitors’ benefits or 
compensation.

•  34% had payroll errors including disbursing 
checks/direct deposit late (13%), having 
faulty record keeping (12%), withholding an 
incorrect amount for taxes (8%), overpaying 
employees (8%), and underpaying employ-
ees (5%).

•  15% said their company lost money because 
they did not track expenses correctly while 
15% said their staff had expensed items they 
shouldn’t have.

•  30% are nervous about managing HR issues.
Some small business owners spend about 
three weeks a year dealing with payroll taxes. 
Additionally, when payroll mistakes occur, busi-
ness owners might have an issue with the IRS 
and be forced to seek financial or legal restitu-
tion.
Burton Goldfield, president and CEO, Tri-
Net said, “HR regulations are changing much 
more rapidly than they did in the past…Even 
when business owners have dedicated internal 
HR staff, it can be hard for them to take care of 
the day-to-day needs of employees while keep-
ing on top of the latest regulations.”

LIFE INSURANCE

Life Products Move 
Beyond Death Benefits
“These are really exciting times for life insurers 
as the industry is looking to emerging products 
[that] might combine traditional mortality ben-
efits with coverage for illnesses and long-term 
care,” said Mike Burns, senior vice president 
of life solutions at Lincoln Financial Group. He 
was interviewed on A.M.BestTV. Burns said 
that Lincoln will be focusing enhancing con-
sumer awareness of the following:
• How life insurance can build up cash value 
to create income security.
• Innovations that would enable the industry 
to reach untapped markets.
• Enhanced service that makes it easier for 
advisers and consumers to conduct business.
Click here to view the video program: http://
www.ambest.com/v.asp?v=burns914.
––––––––––
More Options for Breast 
Cancer Survivors
Breast cancer survivors who feel that life in-
surance is out of reach should take a second 
look. Life insurance is widely available at com-
petitive prices for recovering breast cancer 
patients, according to a study by LifeQuotes.
com. “We conducted a fresh survey in honor 
of Breast Cancer Awareness Month, and the 

results show that a robust, competitive life 
insurance marketplace for breast cancer 
survivors,” said LifeQuotes.com founder and 
CEO, Robert Bland. The best possible monthly 
prices for a 20 year, medically underwritten, 
level term life policy that covers death by any 
cause, at any time, in any place, except for 
suicide in the first two policy years (one year 
in some states). The sample 20-year term life 
policy is also renewable, without evidence 
of insurability, to age 90+ and convertible to 
permanent insurance without having to un-
dergo any further underwriting. The 20-year 
level term policy is the most popular customer 
choice at LifeQuotes.com and so we felt that 
exhibiting available premiums for this policy 
would be informative. “Rates on a 10 year 
policy would cost less while rates for policies 
with 25, 30 or lifetime rate guarantees would 
cost more,” said Robert Goss, executive vice 
president of LifeQuotes. For more information, 
visit www.lifequotes.com.

LIFE SETTLEMENTS

Seniors Are Using Life 
Settlement to Cover 
Medical Expenses
There has been a steady shift in the use of life 
settlement proceeds to help with medical ex-
penses, said Alan Buerger, CEO and co-found-
er of Coventry. “The downturn of the economy 
combined with the rise in healthcare costs is 
a major reason people are selling their poli-
cies. A number of the largest insurance com-
panies have left the long-term care insurance 
market or have significantly raised rates for 
these policies, placing seniors in dire straits 
when faced with immediate long term care 
needs,” he explained. For more information, 
visitwww.coventry.com.
––––––––––
Capital Returns to the 
Life Settlement Market
The life settlement market continues to 
show signs of recovery, according to a Con-
ning study. Life settlement transactions 
increased in 2013 for the second year in 
a row, and 2014 is likely to continue that 
trend. Steve Webersen, director of research, 
said that Conning expects long term growth 
in new settlements over the next 10 years. 
But that growth will not be enough to offset a 
decrease in in-force life settlements through 
claims. “We will be watching for…market ini-
tiatives building volume through smaller face 
value and long-term care policy settlements,” 
he said. For more information, visit www.con-
ningresearch.com.  q
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AFLAC  ww.aflac.com/wingman     21
 800-99-AFLAC
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AMERITAS http://www.ameritasgroup.com  19
 800-776-9446 
––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
BENEFIT MALL www.benefitmall.com  11
 Concord: (800) 354-6926
 Orange: (800) 966-3791
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––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
GEOBLUE www.geobluetravelinsurance.com  15
 855-481-6647
––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
LISI www.lisibroker.com 5
 (866) 570-5474

COMPANY WEBSITE/PHONE NUMBER PAGE 

PETERSEN INTERNATIONAL www.piu.org 29

UNDERWRITERS 800-345-8816
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PINNACLE CLAIMS www.prxsolutions.com 2

MANAGEMENT (Rx) 866-930-7264
––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

PINNACLE CLAIMS www.pinnacletpa.com 25

MANAGEMENT (Self-Funding) 866-930-7264
––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

ROGERS BENEFIT GROUP www.rogersbenefit.com     47

       877-724-4671 (San Jose)

 916-960-0400 (Sacramento)

 800-872-0459 (San Diego)

 877-654-3050 (Los Angeles)
––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

SHEPLER & FEAR/STARMARK www.sheplerfear.com 23

 (877) 361-7342
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WORD & BROWN  www.wordandbrown.com 3

 800-255-9673 (Northern CA)

 800-560-5614 (Los Angeles)

 877-225-0988 (Inland Empire)
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 800-397-3381 (San Diego)

HEALTH 
AGENTS

Retiring?
Changing
Careers?

We purchase
Blue Cross

and Blue Shield 
Business.
Call Bob

619-297-9770
Lic.# 0211530

Need Capital 
to Grow Your 
Agency!!!
Purchase a Book of Business?
Open a New Office? Hire Top Producers?

4  Loans From $25,000 
– $2,000,000

4  Fast Approval 3-5 
Business Days

Call: Super G Funding, LLC

800-631-2423
Ed@supergfunding.com
www.opportunitycapital.com/insurance
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Individual Dental
•Choose Any Dentist
•$3,500 Max
•No Waiting Periods

800-620-5010 www.spiritdental.com

Are you looking to
Retire,
Slow down,
Work fewer hours,
Monetize your book?

Call Barry at:
818-444-7722

or email:
barry@rgeb4u.com

www.rgeb4u.com

Small Group Agents

www.calbrokermag.com

HEALTH AGENTS
RETIRING? CHANGING CAREERS?

We purchase Health and
Medicare Supplements

Call Kevin 1-800-979-7283 
Since 1985



What you can learn from us in one hour will 
change the way you do business forever.

 San Jose: 877-724-4671 • Sacramento: 866-405-2790 • San Diego: 800-872-0459 • Los Angeles: 877-654-3050
©2012 Rogers Benefi t Group

Attention please. No fi dgeting. Today 
we’re going to go over a few things that 
should be of interest to hardworking 
brokers. Are there any brokers here? 
Good. Now, how many have heard 
of Rogers Benefi t Group? 

Then, perhaps you already know 
that Rogers Benefi t Group is so far 
ahead of the curve that they’re in 
a class by themselves. Some call 
them “brilliant.” In fact, they excel 
at fi nding ways to save money 
instead of spend money.

They review design alternatives and make 
sound recommendations. They conduct 
employee meetings. They teach, they 
share knowledge, they impart wisdom 
not only to brokers but to employers 
and to their employees. Why, they’ll even 
“home school” at corporate locations. 

It’s called Advanced Full Service and it’s 
guaranteed to be highly educational. 

With extracurricular service like this, 
brokers never fail to fi nd time to pursue 
new clients and expand business.

Questions? Now simmer down.Just raise 
your hand and call any one of our 40 
offi ces located across the country or visit 
our website at www.rogersbenefi t.com. 
It’s the fi rst step toward fi nding the kind 
of support and service you’ve always 
imagined was out there.

Welcome to 
 Broker’s Paradise™
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