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A sgismic
change
shaping up

Man-made Oklahoma
quakes roust insurers

BY MATTHEW LERNER

An Oklahoma Supreme Court
ruling allowing lawsuits against oil
and gas producers some blame for
an increase in earthquakes has
insurers preparing to act.

The state is one of several with
extensive oil drilling and hydraulic
fracturing operations to extract
natural gas.

It also has seen an increase in
earthquakes, which the Oklahoma
Geological Survey said in an April
report are likely tied to human
activity, not natural causes.

The agency “considers it very
likely that the majority of recent
earthquakes, particularly those in
central and north-central Okla-
homa, (were) triggered by the
injection of produced water in (oil
and gas) disposal wells.”

Historically, the agency said,
Oklahoma averaged 1% magni-

See QUAKES page 28

INTERNATIONAL

REFUGEED PUT NEW FAGE
ON LIABILITY N EURDPE

Countries look to balance moral, legal obligations

AP PHOTO

A migrant lies on a Belgian Navy ship after being rescued from the Mediterranean Sea off Libya.

BY SARAH VEYSEY

The humanitarian crisis that has seen thousands of
refugees migrating to Europe from war-torn countries
such as Syria and Turkey has masked risk management
challenges and costs for freight transporters and haulers.

Thousands of refugees attempting to board trains and
trucks headed for the United Kingdom at the French port
of Calais have caused particular headaches for compa-

See REFUGEES page 29

BY THE NUMBERS

4.7 million Syrian refugees

2.1 million registered in Egypt, Iraq, Jordan
and Lebanon

1.9 million registered in Turkey

24,000 registered in North Africa

49.5% are male, 50.5% are female

Source: United Nations High Commissioner for Refugees

MERGERS & ACQUISITIONS

Fewer tangets
1aise stakes
Inrace {o buy

Mitsui’s deal for Amilin
puts pressure on rivals

BY SARAH VEVSEY

Mitsui Sumitomo Insurance Co.’s
plan to buy London-based Amlin
P.L.C. may make future acquisi-
tions of Lloyd’s of London compa-
nies more expensive amid a declin-
ing pool of potential
takeover targets.
= Tokyo-based Mitsui

J Sumitomo said last week
that it would pay about
£3.5 billion ($5.27 billion) to
buy Amlin, which operates the sec-
ond-largest syndicate at Lloyd’s, to
create “a world-leading insurance
company, with an international
business anchored in the Lloyd’s
market.”

The deal in which the Lloyd’s
operations would be merged fol-
lows several recent mergers and
acquisitions that include Fairfax
Financial Holdings’ February
agreement to buy Brit Insurance
Holdings N.V. and XL Group
P.L.C.’s April deal to purchase
Catlin Group Ltd.

The Amlin deal “highlights the
M&A potential for the whole
Lloyd’s sector,” said Sarah
Lewandowski, an analyst at
Haitong Securities (U.K.) Ltd. in
London.

The relatively high price that
Mitsui Sumitomo will pay for
Amlin means that “no stock can be
ruled out on valuation grounds,”

See LLOYD’S page 28
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Ashley Madison hack could spur
lawmakers into action on cyber
legislation.
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Lloyd’s of London’s first-half
profit falls on lower investment
results
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PHARMAGY BENEFITS
ADMINISTRATION

Despite a decline in the use of
narcotics among injured workers,
the opioid epidemic is far from
over; abuse triggers red flags for
benefits managers; risk managers
seek clarity on drugs; money-saving
formularies gain acceptance
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it stays Bgrkshlre Hathaway.

In a rapidly changing industry, Berkshire Hathaway Specialty Insurance provides
welcome certainty, with the enduring strength of Berkshire Hathaway’s top-rated
balance sheet and 70 year insurance industry track record. Look no further for
stable capacity, creative solutions, and stellar service. We'll be here, year after year.

A++ A.M. Best AA+ Standard & Poor’s $201.7 billion total admitted assets* $119.1 billion policyholder surplus*

Atlanta | Boston | Chicago | Fort Lauderdale | Houston | Los Angeles | New York | San Francisco | San Ramon
Stevens Point | Auckland | Hong Kong | Melbourne | Singapore | Sydney | Toronto

www.bhspecialty.com

*Balance sheets as of 12/31/14 for the Berkshire Hathaway National Indemnity group of insurance companies.
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HEALTH CARE BENEFITS

HIGH-DEDUGTIBLE PLANG
MAY LEAD 10 GOST HEADAGHES

Shifts to consumer-driven model could backfire

BY SHELBY LIVINGSTON

When Drink Eat Well Inc. began
offering health insurance to its
employees several years ago, it
chose a high-deductible health
plan because the premiums were
the most the small business could
afford.

But the Lawrence, Kansas-based
health food manufacturer, which
does business as Hilary’s Eat Well,
has since found the health plan to
be “not very accessible,” and some
of its fewer than 50 workers, many
with low incomes, are avoiding the
doctor rather than emptying their
wallets, said Amy Dorsey, the
company’s office manager.

Some even have opted out of the
employer-sponsored health cover-
age.

“We are taking a hard look this
year at whether or not we would
be doing better by our hourly
employees ... to not offer health
insurance so they could get better
care and coverage through the
(public exchange) marketplace,”
Ms. Dorsey said.

As more employers offer high-
deductible health plans to cut costs
and avoid the Patient Protection
and Affordable Care Act’s 40%
excise tax on health plan costs that
exceed $10,200 for individuals and
$27,500 for families that will go into
effect in 2018, there’s growing con-

;.

cern that HDHPs discourage work-
ers from seeking necessary treat-
ment to avoid the out-of-pocket
costs. That could worsen health
issues and increase medical costs
down the line, health experts say.

For example, employees enrolled
in consumer-directed health plans
were less likely to receive medical
care for chronic conditions than
those in other health plans, accord-
ing to a Truven Health Analytics
study in April that analyzed data
from 183,000 plan members from
2009-2012.

At the same time, the number of
employers offering HDHPs has
skyrocketed since 2009, a June
PricewaterhouseCoopers L.L.P.
study of 1,150 employers showed.

COST-CONSCIOUS

BEHAVIORS

Percentage of consumers with

employer-based insurance who made

the following health care decisions
based on cost in the past year

28% skipped seeing a doctor

28% asked for a generic vs.
brand-name prescription

24% skipped a prescribed medicine
or took less than the
recommended dose

20% skipped seeing a specialist
18% skipped follow-up care

16% skipped or delayed a
procedure or treatment

Source: PricewaterhouseCoopers L.L.P.

Some 83% of employers have an
HDHP this year, almost 300% more
than in 2009. In the same time peri-
od, the average in-network
deductible increased to $1,200 from
$680, according to the study and
analysis of other reports.

Dr. W. Ryan Neuhofel, a primary
care family physician in Lawrence
who contracts directly with
Hilary’s Eat Well to fill in the com-
pany’s insurance coverage gaps,
regularly sees patients who
delayed tests or X-rays because of
high deductibles.

He gave an example of a recent
case in which a patient with hand
pain decided against a $2,000 MRI

See HDHP page 27

MERGERS & ACQUISITIONS

Health insurer merger plans under antitrust fire

BY MATT DUNNING

Trade groups representing
health care providers say consoli-
dating four of the five largest pub-
licly traded U.S. health insurers
would reduce competition in
dozens of states and possibly
increase premiums.

Testifying before the House Judi-
ciary Committee last week, senior
leaders of the American Medical
Association and American Hospi-
tal Association said the market
concentration resulting from the
proposed mergers of Anthem Inc.
and Cigna Inc., and Aetna Inc. and
Humana Inc. would likely drive up
health insurance premiums, dis-

courage innovation and potential-
ly erode the quality and/or quanti-
ty of medical care available to con-
sumers.

“In practice, the concentration of
market power among a handful of
nationwide insurers impacts
physicians’ ability to facilitate indi-
vidualized care,” Dr. Barbara
McAneny, a member of the AMA’s
board of trustees, said during the
Judiciary Committee’s Sept. 10
hearing on the state of competition
in the health care marketplace.

An analysis of the proposed
mergers that the Chicago-based
AMA submitted to the U.S. Justice
Department and the Federal Trade
Commission earlier in the week

indicated the deals would thwart
competition from local and region-
al insurers and disadvantage
employers and individual con-
sumers in as many as 154 cities in
23 states.

“Market dominance does not
produce patient benefits when
physicians are squeezed and net-
works are narrowed,” Dr. McAne-
ny said. “We're at a critical deci-
sion point on health insurance
mergers, because once the handful
of national payers is further
reduced, there is simply no going
back.”

Richard Pollack, president and

See HEALTH page 27
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WORKERS COMPENSATION

Looking beyond
Jklahoma
opt-out woes

Other states mull plans
while lawsuit plays out

BY STEPHANIE GOLDBERG

Constitutional challenges to
Oklahoma’s workers compensa-
tion opt out law and a shakeup
among the state’s regulators may
deter employers from abandoning
the workers comp system, but
states weighing opt-out legislation
will likely forge ahead.

Effective Feb. 1, 2014, the state’s
Employee Injury Benefit Act, also
called the Oklahoma Option,
allows employers to opt out of
Oklahoma’s workers comp system
and provide alternative coverage
for injured workers.

Attorneys representing injured
workers petitioned the Oklahoma
Supreme Court earlier this year to
declare the law unconstitutional,
arguing that it includes no due pro-
cess protections. On Sept. 30, the
state’s high court will hear oral
arguments in Damien Smith v.
Baze Corp. Investments Inc.

The case challenges the exclu-
sive use of the AMA Guides to the
Evaluation of Permanent Impair-
ment, sixth edition, to evaluate
permanent disability and ques-
tions whether benefit levels are
adequate enough to consider
workers comp the exclusive reme-
dy for injured workers, among
other things, according to Mr.
Smith’s attorney, Bob Burke.

Mr. Smith injured his right knee
on the job in February 2014, and
Baze approved his claim for work-
ers comp benefits, Mr. Burke said.
But Mr. Smith’s subsequent
request for permanent partial dis-
ability benefits was disputed.

Despite the challenge in Okla-
homa, legislators in South Caroli-
na and Tennessee introduced opt-
out bills this year and sources say
Georgia could be next.

“There used to be a time when
states would tread carefully with a
new issue, particularly when it
was under constitutional chal-
lenge,” said Bruce Wood, Wash-
ington-based vice president and
associate general counsel at the
American Insurance Association.
“But not so, here ... (proponents)
are committed.”

James Mills, chief of staff and
director of workers comp at the
Oklahoma Insurance Department,
said 55 employers have been

See OKLAHOMA page 27
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ELEGTRONIG TRUCKER LOGS
PUT BRAKES ON FATIGUE, SPEED

Insurers welcome move to strictly enforce safety rules

BY DONNA MAHONEY

New rules for commercial truck-
ing set to be published later this
month take aim at two factors that
have long haunted the industry:
driver fatigue and excess speed.

Driver fatigue was cited as a
major factor in the high-profile
June 2014 accident in which come-
dian Tracy Morgan was critically
injured, along with two other pas-
sengers. A fourth passenger was
killed when a Wal-Mart Stores Inc.
truck driver failed to notice
stopped traffic on the New Jersey
Turnpike and hit the limousine.

Safety is at the heart of the new
rules. In the most recent data
available, the Federal Motor Car-
rier Safety Administration said
3,921 people died in trucking acci-
dents in 2012 and that trucking
accidents cost about $50 billion a
year.

To deal with excess speed, rules
due for publication Sept. 20 would
require commercial truck drivers
to use an electronic logging device
instead of a handwritten log to
record their hours on the road.

So-called hours of service, which
would allow driving 11 hours after
a 10-hour break, are intended to
ensure drivers get enough rest.
During roadside safety inspec-
tions, the most common citation
for commercial truckers is exceed-

New rules would require commercial truck drivers to use an electronic
logging device instead of a handwritten log to record hours on the road.

ing hours of work, according to a
Department of Transportation
report.

“Driver hours-of-service viola-
tions and falsified driver logs con-
tinue to pose significant safety
concerns,” the 2011 report said.

Electronic logging also can pro-
tect trucking companies from liti-
gation.

“From an insurance standpoint,
when there is a crash, often times
the driver is immediately blamed
and the company is, too,” said
Steve Bojan, Milwaukee-based
vice president of fleet risk services
at Hub International Ltd. “This

electronic data can exonerate the
driver and the company. When
you have hard data to show that
you are in the right, it really does
help our industry. It helps our
image and, from an insurance
standpoint, that’s huge.”

The data can prove that a driver
complied with federal rules,
experts said.

“I believe mandating ELDs is
going to get everybody to play by
the rules,” said Reggie Dupre, CEO
of Lafayette, Louisiana-based
Dupre Logistics. “There are some

See LOGGING page 26

HEALTH CARE REFORM

Employers renew struggle to change health reform

BY JERRY GEISEL

according to a National Business Group on Health sur-

With lawmakers back in Washington after the
August recess, employer groups are renewing their
drive to convince Congress to make significant
changes to the health care reform law, but they know

they face an uphill battle.

Much of the employer lobbying effort will be
focused on a Patient Protection and Affordable
Care Act provision that, when it takes effect
in 2018, will impose a 40% excise tax on group
health plan premiums that exceed $10,200 for sin-
gle coverage and $27,500 for family coverage.

Without plan design changes, eventually most group
plans will be hit by the tax, numerous surveys have

found.

In 2018, the first year the tax goes into effect, nearly

cuts.

vey released last month.

Business groups have argued for a variety of rea-
sons that the tax should be repealed. One reason they
give is that there is no evidence to support a key con-

gressional assumption behind the tax: that it will gen-
erate tens of billions of dollars in new tax rev-
enue because employers cutting benefits to
avoid the so-called Cadillac tax will offset the
impact of those cuts by boosting employees’
taxable salaries. Few experts believe that
employers will increase salaries to offset benefits

That and other arguments are being heard on Capi-
tol Hill. For example, an excise tax repeal bill, H.R.

2050, earlier introduced by Rep. Joe Courtney, D-

50% of employers expect to trigger the tax without
plan design or other changes to hold down costs,

BUSINESS INSURANCE

Conn., continues to pick up bipartisan support and

See ACA page 26

CYBER RISKS

Ashley Madison
attack shows
evolving risks

Cyber exposure stakes
keep escalating

BY DONNA MAHONEY

The cyber attack on the Ashley
Madison website, reportedly
insured by American Internation-
al Group Inc. and Axis Capital
Holdings Ltd., shows the evolving,
escalating and expensive nature of
cyber risk.

The mid-July hack of the extra-
marital affair website, in which the
hackers reportedly demanded ran-
som to keep the users’ information
secret, has already led to litigation
seeking more than $500 million
from the website owner, Toronto-
based Avid Life Media Inc., and
reportedly resulted in at least two
suicides.

AIG reportedly provided direc-
tors and officers coverage for the
website, while Bermuda-based
Axis provided cyber coverage.
Both insurers declined comment.

The case has raised awareness
that hacking is evolving into a
more sophisticated crime, causing
cyber risk experts to look for ways
that companies can protect their
business, and their data.

A lot is at risk, Zurich Insurance
Group Ltd. and the international
think tank Atlantic Council said
last week in an analysis of how
cyber costs and benefits affect
gross domestic product. While the
report said cyber business could
result in a “Cyber Shangri-La”
cumulative net gain of $190 trillion
by 2030, the worst-case “Clock-
work Orange Internet” projection
is that cyber crime could sap $30
trillion globally in net economic
benefits if cyber security fails to

See EXTORTION page 26
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AP PHOTO
The cyber attack on the Ashley
Madison website shows the
escalating nature of cyber risk.
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BY JUDY GREENWALD

The on-air shooting of a TV
reporter and cameraman in
Roanoke, West Virginia, last
month provides an extreme exam-
ple of a challenge facing many
employers: how to protect employ-
ees from potentially violent unruly
workers while also ensuring that
troubled workers are afforded pro-
tections due under the Americans
with Disabilities Act.

Employers face tough choices as
they balance their obligations to
all workers and there often are no
easy answers, experts say.

Reporter Alison Parker, 24, and
cameraman Adam Ward, 27, were
shot by Vester Flanagan, 41, a for-
mer employee of the TV station,
CBS affiliate WDBJ. He later shot
himself as police pursued him.

According to news reports, Mr.
Flanagan was fired in February
2013 because of documented per-
formance and newsroom behavior
issues, and the station had to call
police to escort him from the build-
ing.

The more than two years since
he left the station is expected to
cushion the station from charges
of fault in the Killings, observers
say.

A related issue is the standard
practice of former employers pro-
viding only limited information

RISK MANAGEMENT

EMPLOYERS FAGE TOUGH GHALLENGES
KEEPING THE WORKPLAGE oAFE

ADA protections for some workers complicate the strategies

AP PHOTO

The WDBJ-TV staff in Roanoke, Virginia, prepares for the newscast a day
after a reporter and cameraman were killed on-air by a former colleague.

when prospective employers
check references (see sidebar).

Under a carve out of the ADA,
employees who present a direct
threat to themselves or others
because of their mental condition
do not fall under the law’s protec-
tion, said Gregg M. Lemley, a
shareholder at law firm Ogletree,
Deakins, Nash, Smoak & Stewart
P.C. in St. Louis.

“But when does an employee
constitute an imminent threat of
harm” and “how on earth are we
supposed to know?” asked Deirdre
Kamber Todd, of the Allentown,

Pennsylvania-based Kamber Law
Group. “That’s really a major chal-
lenge.”

The conundrum employers face
is determining the point at which
the “disabled” person loses the
ADA'’s protection “because their
behavior constitutes a threat to
their own safety or the safety of
other employees” said Mark A.
Lies II, partner with law firm Sey-
farth Shaw L.L.P. in Chicago.

“It’s a very tough call, which is
why when I get into those situa-
tions we try to avoid stereotypes
and we try to look at all the facts,

because what is said is important,”
as well as the accompanying phys-
ical behavior, such as a clenched
fist, a finger across the throat or a
hand formed in the shape of a gun,
said Mr. Lies.

“If you listen carefully and watch
carefully, you'll see signs that an
employee is saying or doing things
that are threatening,” said James
J. McDonald Jr., regional manag-
ing partner with law firm Fisher &
Phillips L.L.P. in Irvine, California.

Experts suggest employers care-
fully document remarks, emails
and other indications of a possi-
bly troubled employee to protect
themselves from charges of violat-
ing the ADA.

“The employer has to go past
complaints” that a person makes
someone nervous or “looked at me
funny” and provide facts to sup-
port that he or she is a direct
threat to workers’ health and safe-
ty, said Susan W. Kline, a partner
with law firm Faegre Baker
Daniels L.L.P. in Indianapolis.

If employers “are making
assumptions about a mental
health condition, and then act on
those assumptions in a negative
way, that can get them in trouble
under the ADA. But if what they’re
observing is actual misconduct,”
they can take action against an

See SAFETY page 29

BY GLORIA GONZALEZ

ORLANDO, Fla. — The con-
tentious nature of the relationship
between employers and their
injured workers often is at the
heart of the rising number of retal-
iation charges.

Nearly 43% of all U.S. Equal
Employment Opportunity Com-
mission charges brought in fiscal
2014 included a retaliation claim.
While it is unclear what percent-
age of cases emanate from work-
ers compensation claims, lawyers
say retaliation claims are increas-
ing in the workers comp sector
because comp cases generally
have a lower initial burden of proof

6 September 14, 2015

WORKERS COMPENSATION

Injured employees mone likely to win retaliation claims

and injured workers are seen as
sympathetic plaintiffs.

The most nonretaliatory reason
employers give for an adverse
action against an injured worker is
violating the company’s atten-
dance policy, said John Daly, an
Orlando, Florida-based partner at
law firm Rissman, Barrett, Hurt,
Donahue & McLain P.A. But the
injured worker can argue that this
is just a ploy, which could be
enough to survive a summary
judgment motion, he said.

Employers may have a general
policy to fire an employee after
their Family and Medical Leave
Act time expires or after a pre-
established time period, particu-

BUSINESS INSURANCE

QT.

larly if the employee has not com-
municated about their return to
work, but such policies will likely
run afoul of laws that include the
Americans with Disabilities Act
cases, lawyers told attendees at
the Workers’ Compensation Insti-

tute conference in Orlando, Flori-
da, last month.

“A general policy of ‘You're gone
after 12 weeks’ is going to get you
in alot of trouble,” said Jason Tay-
lor, a Tallahassee, Florida-based
partner at McConnaughhay,
Duffy, Coonrod, Pope, Weaver,
Stern & Thomas P.A.

Employers should contact
employees to advise them how
much leave they have left, and that
they need to return to work once
their leave expires or explain why
they still cannot, the lawyers said.
However, employers also should
properly consider and accommo-

See WCI page 28

AGENTS & BROKERS

Millennials
Set £0 Step up
in P/C sector

Aging industry looks
to seize on vitality

BY MARK A. HOFMANN

DALLAS — The millennial
generation stands to make a
major contribution to the prop-
erty/casualty insurance sector
as it enters a critical period,
according to one insurance
executive.

“There’s a big, big brain drain
coming to our industry,” with
the average age of an insurance
agency employee now at 59,
said Steven England, president
and CEO of Global Special
Risks L.L.C. in Houston.

“I believe the millennials will
be major contributors to my
company and the insurance
industry” as a whole, he said.

But employers must reject
myths about millennials, said
Mr. England as he addressed a
session at Dallas-based elec-
tronic insurance exchange
MarketScout’s ninth annual
Entrepreneurial Insurance
Symposium in Dallas on Sept. 2.

Mr. England ticked off three
myths about millennials, who
— although the exact years dif-
fer — are generally described
as having been born between
about 1980 and 1998.

The first myth is that they are
rebellious, he said. In reality, he
said, millennials are conserva-
tive — they job hop because
they want to learn.

A second myth is that they
“don’t fit in,” he said. Instead,
they are team players, said Mr.
England.

A third myth is that they
aren’t productive, he said. In
reality, Mr. England said, they
are more productive than other
generations.

But managers have to under-
stand how millennials operate.
For example, Mr. England said
that when he didn’t hear
phones ringing, he asked a mil-
lennial salesperson if he com-
municated with clients. The
man replied yes, he texted
them all the time.

Millennials were born into a
digital world, he said: “They’re
always connected.”

Mr. England said that studies
show that there will be 400,000
millennials in the insurance

See MILLENNIALS page 29
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Ghina’s Fosun plans
More insurer acquisitions

B Chinese conglomerate Fosun International
Ltd. said it planned to raise up to 11.69 billion
Hong Kong dollars ($1.5 billion) in a rights issue
to fund mergers and acquisitions in the bank-
ing and insurance industry. The move follows
Fosun International’s earlier confirmation that
it had started exclusive negotiations with the
Bank of Portugal to buy Novo Banco. In May
Fosun agreed to buy the 80% of Bermuda-based
insurer Ironshore Inc. that it did not already
own for $1.8 billion, and in December 2014 it
agreed to buy Southfield, Michigan-based insur-
er Meadowbrook Group Inc. for $433 million.
Reuters

Uber to pay workens comp fund
for drivens named as contractors

B Uber Technologies Inc. has agreed to pay
$77,925 to the Alaska Workers’ Compensation
Benefit Guaranty Fund after the state’s work-
ers comp division accused the ride-sharing
company of misclassifying its drivers as inde-
pendent contractors. San Francisco-based Uber
also will stop operating in Alaska unless the
company classifies its drivers as employees and
complies with Alaska’s workers comp, unem-
ployment and tax laws, the Alaska Department
of Labor and Workforce Development said in a
statement. “Misclassifying employees allows
companies like Uber to avoid paying unemploy-
ment insurance, taxes and workers compensa-
tion premiums,” the statement said. “The Uber
settlement is part of a broader state and feder-
al effort to reduce worker misclassification
fraud.” Uber admitted no wrongdoing in the set-
tlement, an Alaska Dispatch report said.

Jury ules for farm workers
in sexual harassment case

W A federal jury in Miami returned a $17.4 mil-
lion verdict against a produce and packing firm
charged with sexual harassment, including
instances of rape, the U.S. Equal Employment
Opportunity Commission announced. Moreno
Farms Inc. in Felda, Florida, was sued in feder-
al court last year by the EEOC on behalf of five
former workers after the agency first attempt-
ed to reach a prelitigation settlement, the EEOC
said in a statement. According to the suit, two
sons of the owner of Moreno Farms and a third
male supervisor sexually harassed multiple
female employees, including acts of rape,
attempted rape, regular groping and threaten-
ing to fire employees if they did not accede to
their propositions. All five women involved in
the suit were later fired for not giving in to the
three men. The jury awarded $2.4 million in
compensatory damages and $15 million in puni-
tive damages to the former workers.

Final PBGC rule eases
neporting requirements

M A final Pension Benefit Guaranty Corp. rule
will reduce reporting requirements for more
than 90% of plan sponsors, the agency said.
Among other things, the PBGC will waive
reporting of certain events — such as a reduc-
tion in the number of active participants, a
change in the control group and payment of
extraordinary dividends — if an employer
meets certain financial soundness tests, includ-
ing having positive net income and no loan
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defaults, or if its pension plan is fully funded.
The new rule, published in the Federal Regis-
ter, will apply to events occurring on or after
Jan. 1, 2016.

Gatastrophe bond issuance
starting to slow down

B Annual catastrophe bond issuance reached
$6.98 billion in the 12-month period ending June
30, down from the previous 12-month period’s
record-setting $9.40 billion, according to a
report issued by Aon Securities Inc., Aon Ben-
field Group Ltd.’s investment banking division.
Twenty-five transactions closed during the
period, down from 35 in the previous 12-month
period, Aon Securities noted in “Insurance-
Linked Securities: Alternative Markets Adapt
to Competitive Landscape,” while the average
transaction size increased to a record $279 mil-
lion. The drop in catastrophe bond issuance,
which included one life and one health bond,
was due in part to the reaction of both tradition-
al and collateralized reinsurance players to the
heightened competition from the catastrophe
bond market, the report said. It also noted that
U.S. exposures continued to dominate the mar-
ket, with 22 of the 25 transactions comprising
U.S. risk in some capacity.

Mansh to expand in UK.
with Jelf acquisition

M Marsh L.L.C. announced it will buy U.K. bro-
kerage Jelf Group P.L.C. for approximately £258
million ($397.3 million). The deal will significant-
ly expand Marsh’s retail brokerage business in
the United Kingdom. Jelf, which has more than
69,000 corporate and commercial clients and 37
offices in the United Kingdom, posted revenues
of £43.7 million ($67.3 million) for the first six
months of 2015, according to a Marsh statement.
Jelf’s directors voted unanimously to approve
the acquisition, which is expected to close by
next March.

Typhoon Etau slams Japan,
widespread damage seen

M Significant flooding in Japan from torrential
rainfall exacerbated by Typhoon Etau has
caused widespread damage to property and
infrastructure, according to Boston-based
catastrophe modeler AIR Worldwide. The
typhoon made landfall on the Chita Peninsula
last week. Flooding caused extensive damage
to houses and vehicles and overwhelmed the
drainage pumps for the crippled Fukushima
Daiichi nuclear power plant in Fukushima Pre-
fecture, resulting in leaks of hundreds of tons
of radioactive water into the Pacific Ocean, AIR
said in a statement. “Etau did not cause signif-
icant damage near the landfall location from
wind or precipitation, but it has produced prodi-
gious rainfall and flooding several hundred kilo-
meters to the east of where it tracked across
Honshu,” Kevin Hill, a senior scientist at AIR,
said in the statement. AIR noted that water
damage to machinery and building contents
drives most flood-related loss.

AlG narrows shaneholder suits
over 2008 federal bailout

Bl A federal judge has narrowed several law-
suits against American International Group Inc.
by shareholders who opted out of the $970.5 mil-
lion class action settlement that she approved

in March over the insurer’s 2008 bailout. U.S.
District Judge Laura Taylor Swain in Manhat-
tan dismissed claims that she said were
brought too late against AIG in the six “opt-out”
lawsuits, which were filed between November
2011 and February 2015. She rejected the argu-
ment by plaintiffs that the filing of the share-
holder class action gave them more time to pur-
sue their own claims, without running afoul of
statutes of limitation. Judge Swain also dis-
missed claims brought under state common
law. The six lawsuits did not all raise the same
claims against New York-based AIG.

Reuters

Knaft Heinz to shift retinees
to private health exchange

B The Kraft Heinz Co. will stop offering
employer-sponsored health coverage to some
of its retirees at the end of this year. About
15,000 of the Pittsburgh-based food manufactur-
er’s Medicare-eligible retirees will instead be
able to buy Medicare coverage through Towers
Watson & Co.’s private OneExchange platform,
a Kraft Heinz spokesman said in an email. He
said the retirees will have more Medicare plan
options than previously offered through Kraft
Heinz’s employer-sponsored retiree group plan,
which will end Dec. 31. Kraft Heinz will provide
subsidies to retirees’ health reimbursement
arrangements determined by the current cost
of the plan, Kraft Heinz’ current subsidy, and
the effect to the retiree over five to 10 years, the
spokesman said. The spokesman did not say
how much of the premium costs Kraft Heinz
currently pays for retirees.

States receive federal funds
to combat opioid misuse

B The U.S. Centers for Disease Control and Pre-
vention has launched a $20 million initiative to
combat the opioid epidemic at the state level.
The Prevention for States program will provide
resources and expertise needed to help prevent
overdose deaths related to prescription opioids,
the agency said in a statement. Arizona, Cali-
fornia, Illinois, Kentucky, Nebraska, New Mex-
ico, North Carolina, Ohio, Oklahoma, Oregon,
Pennsylvania, Rhode Island, Tennessee, Utah,
Vermont and Wisconsin will receive annual
awards between $750,000 and $1 million over
the next four years, according to the statement.
The funds will go toward enhancing the states’
prescription drug monitoring programs, edu-
cating health care providers and patients about
the risk of prescription drug overdose and
working with health systems and insurers to
help them make informed decisions, the state-
ment said. The participating states will be mon-
itored and evaluated, and “results and project
successes will determine the impact of this pro-
gram and inform future state and national
efforts in preventing prescription drug overdos-
es,” according to the CDC website.

Property/casualty pricing
apneans to be moderating

W Average commercial property/casualty
insurance rates were flat in August compared
with July, Dallas-based electronic insurance
exchange MarketScout said. The exceptions to
the rule among coverage classes were commer-
cial automobile, which increased 2%, and com-
mercial property, which increased an average
of 1%. Rates were flat for all industry classes
except manufacturing, with a 1% decline, and
transportation, which sustained a 2% increase.

BUSINESS

INSURANCE,

Publisher:
Frank Quigley (Chicago)

Editor:

Gavin Souter (Chicago)
Editor-at-Large:
Jerry Geisel (Washington)
Managing Editor:

Mary Jane Grandinetti (Chicago)
Assistant Managing Editors:
Charmain Benton (Chicago);
Aranya Tomseth (Chicago)
Art Editor:

William Murphy (Chicago)
Senior Editors:

Gloria Gonzalez (Washington);
Judy Greenwald (San Jose);
Mark A. Hofmann (Washington);
Sarah Veysey (London)
Associate Editors:

Matt Dunning (New York);
Stephanie Goldberg (Chicago);
Sheena Harrison (Chicago);
Matthew Lerner (New York)
Staff Reporters:
Shelby Livingston (Chicago);
Donna Mahoney (Chicago)
Copy Desk Chief:
Katherine Downing (Chicago)
Copy Editor:

Dave Roknic (Chicago)
Copy Editor/Video Producer:
Jewell C. Washington (Chicago)
Editorial Assistant:
Joyce Famakinwa (Chicago)
Editorial Cartoonist:
Roger Schillerstrom (Chicago)

Advertising Sales Director:
Peter Oxner (Chicago)
Northeast Regional Sales Manager:
Ron Kolgraf (Boston)
Mid-Atlantic Advertising Manager:
Mark Krawiec (New York)
Midwest/West Advertising Manager:
Spencer Moysey (Chicago)
Custom Media Business
Development Director:
Kimberly Jackson (Boston)
Marketing Director:

Clifton Simmons (Chicago)
Marketing Graphic Designer:
Alissa Byrne (Chicago)

Sales & Marketing Specialist:
Katie Kett (Chicago)

Media Services Manager:
Victoria Edwards (Chicago)

Associate Group Publisher -
Conferences & Marketing Services:
Nikki Pirrello (New York)

Director of Conference Programming:
Joanne Wojcik (Denver)
Events Manager:
Julie Ford (Chicago)

Director,

Digital and Audience Development:
Sherry Skalko (Chicago)
Digital Product Manager:
Christina Kneitz (Chicago)
Digital Marketing Manager:
Kate Lichnerska (Chicago)
Digital Marketing Coordinator:
Claire Bohrer (Chicago)

Reprint Sales Manager:
Lauren Melesio (New York)

EDITORIAL:
Chicago: 312-649-5200;
London: 44-207-457-1400;
New York: 212-210-0100;
San Jose: 408-774-1500;
Washington: 202-662-7200
ADVERTISING:
Boston: 617-261-8459;
Chicago: 312-649-5224;
New York: 212-210-0136

SUBSCRIPTIONS & SINGLE COPY SALES:
1-877-812-1587 (U.S. & Canada)
1-313-446-0450 (All other locations)

Business Insurance is published by
Crain Communications Inc.

Crain Communications Inc. Board of Directors
Chairman: Keith E. Crain
President: Rance Crain
Treasurer: Mary Kay Crain
Cindi Crain

ive Vice Presi
William A. Morrow

Executive Vice President/
Director of Strategic Operations:
Christopher Crain
Senior Vice President/Group Publisher:
David Klein
Chief Financial Officer:
Thomas Stevens
Vice President/Group Publisher:
Chris Battaglia
Vice Presit ion &
Dave Kamis
Chief Information Officer:
Anthony DiPonio

G.D. Crain Jr.:
Founder (1885-1973)
Mrs. G.D. Crain Jr.:
Chairman (1911-1996)
Merrilee P. Crain:
Secretary (1942-2012)
S.R. Bernstein:
Chairman-executive committee (1907-1993)

«BPA

WORLDWIDE"  Thosssociatonof Busiess Mocia Companios



We've worked hard to become
a stronger partner for you.

Your business demands attention like never before, so we've beefed up to be more aligned with your needs. Our Broker Sales

Professionals are now 100% dedicated, trained and accountable for working side-by-side with brokers like you to provide the
solutions you expect. And brokers across the nation rely on the support of our nearly 350 on-site benefits consultants. We've
listened, and we’re committed to being a stronger partner who helps you provide the best value for your clients. Because good

partners don'’t just look out for each other, they look to each other in order to succeed. Visit Aflac.com/broker to learn more.

i l].|| Og Af?ac SmartClaime®
H ] -LLL o
Critical lllness Accident Hospital One Dav Pav

One Day Pay available for most properly documented, individual claims submitted online through Aflac SmartClaim® by 3 PM ET. Aflac SmartClaim® not available on the following: Short-Term Disability (excluding Accident and Sickness
Riders), Life, Vision, Dental, Medicare Supplement, Long-Term Care/Home Health Care, Aflac Plus Rider and Group policies. Processing time is based on business days after all required documentation needed to render a decision is
received and no further validation and/or research is required. Individual Company Statistic, 2015. Coverage is underwritten by American Family Life Assurance Company of Columbus. In New York, coverage is underwritten
by American Family Life Assurance Company of New York. Worldwide Headquarters | 1932 Wynnton Road | Columbus, GA 31999

N150138A 75



Lioyd's profit down
on investment results

M Lloyd’s of London said pretax
profit for the first half of the year
fell 27.9% to £1.19 billion ($1.81 bil-
lion) compared with that of the
same period in 2014. Gross written
premiums for the six months of
this year rose 7.1% over those of a
year earlier to £15.51 billion ($23.53

MARKET
DEVELOPMENTS
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M The Environmental Pollution
Damage Compensation and
Recovery Act, passed Dec. 31,

REPUBLIC OF KOREA
2014, and set to take effect Dec.
31, 2015, makes polluters liable

I for their emissions and reduces

’ the burden of proof to
“substantial probability of
causation,” among other

With little earthquake risk to speak
of and damage from annual
typhoons generally minimal, the
main threat to the Republic of
Korea is the nuclear intentions of
the communist regime in
Democratic People’s Republic of
Korea to the north. The maturing

o . . . insurance industry suffers from low AREA o
billion), while the combined ratio capitalization because of its arcane provisions.
deteriorated to 89.5% from the structure, largely limited to M Legislation to amend the Fire
87.4% posted during the same peri- captives of family-owned Indemnity Act of 1973 to require
od in 2014. Sixty percent of the conglomerates that seek volume at square miles cover for gas explosion, collapse
. : the expense of profit. and earthquake, as well as fire,

;ieChn.e WaSt the tconsei(tluilllced?f along with raising injury liability
ower mvestment results, Lloyd's . POPULATION and other points is pending.
Chief E tive I Beal id < 2014 P/C gross premiums _ A i

lel kxecutive Inga beale sal M The Financial Services
during a presentation discussing Commission reportedly is
the results, adding that the first . considering reducing the capital

’ MARKET SHARE million requirements for small

half of last year “was really excep-
tional” in terms of performance,
driven in large part by low catas-
trophe losses.

Aegon reviewing
UK. annuities busingss

B Dutch insurer Aegon N.V. said
it was reviewing its U.K. annuities
business after British pension
reform led to a halving in annuity
sales. Pension changes introduced
in April mean over-55s no longer
need to use their pension pots to
buy an annuity, which gives a
fixed income for life. “As part of
our on-going review of our portfo-
lio of businesses, and our focus on
drawdown and guaranteed prod-
ucts, we have initiated a review of
our annuity portfolio in the U.K.,”
Aegon U.K. Chief Executive Adri-
an Grace said in an internal memo
seen by Reuters. Annuities are
also a capital-intensive business
under new Solvency II capital
rules due to come into force in Jan-
uary, insurance specialists say.
Aegon’s shares have fallen more
than 20% after the firm said last
month it expected a dip in its sol-
vency ratio under the new rules.
Reuters

PartnerRe names
Glanke president

W PartnerRe Ltd., Pembroke,
Bermuda, has named Emmanuel
Clarke president, effective imme-
diately. David Zwiener, interim
CEO since Jan. 26, will remain in
his role as CEO and dedicate his
time to bringing Exor S.p.A.’s
acquisition of PartnerRe to a suc-
cessful close, at which point he will
step down, the reinsurer said in a
statement. The move ends specu-
lation as to who would head the
firm after it was acquired Aug. 2
by Turin, Italy-based Exor for $6.9
billion. Mr. Clarke, who has been
with the company for 18 years, had
formerly been CEO of PartnerRe
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M Automobile liability

B Third-party liability for gas
accidents

M Third-party liability for sports
centers, recreational facilities and
gyms and schools, playgrounds and
kindergartens

B Third-party liability for space
launches and satellites

M Nuclear liability

B Personal accident for student and
part-time laboratory workers
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NONADMITTED

Unauthorized insurers cannot carry on
insurance activity in South Korea,
which requires cover to be bought
from insurers authorized by the
Financial Services Commission.
Exceptions include aviation, import and
export cargo, marine hull, travel and
long-term personal accident and when
three domestic insurers turn down the
business.

INTERMEDIARIES

Agents and brokers have to be licensed
by the commission. Even with a
license, intermediaries cannot act on
behalf of nonadmitted insurers,
including those writing cover for the
exceptions.

Global and a member of the exec-
utive management team since
2010. He was appointed head of
global credit and surety in 2001
and became deputy head of global
specialty lines in 2002, head of
global property/casualty in 2006
and head of global specialty lines
in 2008.

S&P upgrades
Scor rating to M-

W Standard & Poor’s Corp. has
upgraded Paris-based reinsurer
Scor S.E.’s financial-strength rat-
ing to AA- from A+. S&P said the
upgrade reflects its view that the
reinsurer has demonstrated a
strong competitive position
through resilience in pricing and
technical profitability in its prop-
erty/casualty business, as well as
reinforcing a strong position in the

BUSINESS INSURANCE

U.S. life reinsurance market. “We
believe that the group has success-
fully withstood pricing pressures
in the buyer’s market in the prop-
erty and casualty reinsurance
industry and has also been able to
defend its market share in the con-
solidating reinsurance sector
thanks to prudent risk manage-
ment and pricing discipline,” S&P
said in a statement.

RSA opts to sell
LatAm operations

B RSA Insurance Group P.L.C. has
sold its Latin America operations
to Suramericana S.A., the insur-
ance subsidiary of Colombia-based
Grupo de Inversiones Surameri-
cana, for £403 million ($611.3 mil-
lion) in cash, RSA said. RSA, which
is the subject of a takeover
approach by Zurich Insurance

Group Ltd., said its Latin America
operations wrote net premiums of
£333 million ($505.1 million) for the
first half of 2015 with an after-tax
profit of £9 million ($13.7 million).
RSA Latin America has a presence
in Argentina, Brazil, Chile, Colom-
bia, Mexico and Uruguay. The
deal, which is expected to conclude
by the end of 2016, is subject to reg-
ulatory approval and the senior
management of each country oper-
ation is expected to remain with
their respective businesses, RSA
said in a statement.

Skuld diversifies
into nonmarine

M Marine insurer Assurance-
foreningen Skuld is diversifying its
business to the nonmarine sector
and has named veteran underwrit-
er Michael Pritchard to head a

underwriters writing specialty
lines such as bicycle insurance.

M BNP Paribas Cardif has bought
an 85% stake in Ergo Daum
Direct General Insurance Co.
Ltd. from Axa General and
changed its name to BNP
Paribas Cardif General
Insurance Co. Ltd. KB Financial
Group Inc. has taken a 19.5%
stake in LIG Insurance Co. Ltd.
and is seeking an additional
10%. DAS Legal Expenses
Insurance Co. Ltd. went into
runoff in March.

MARKET PRACTICE

Nonadmitted insurance legislation
typically is respected, with DIC/DIL
supplements for foreign multinationals
the only classes known to be written
abroad. Local insurers will write pure
fronting policies when necessary. The
Post Office and 70 cooperatives also
write property/casualty cover.

Information provided by Axco

Insurance Information Services.
www.axcoinfo.com

Lloyd’s of London syndicate, the
Oslo, Norway-based protection
and indemnity mutual said. Skuld
has received approval “in princi-
ple” from Lloyd’s to write nonma-
rine business in Skuld syndicate
1897 starting Jan. 1, with capacity
up to £75 million ($114.6 million),
the P&I insurer said in a state-
ment, adding that the special-pur-
pose syndicate will allow emerg-
ing market capital to support the
business through quota share
reinsurance arrangements. Mr.
Pritchard, who will be based in
London as head of the nonmarine
business, was the active under-
writer of Beaufort Underwriting
Agency’s syndicate 318, owned by
Munich Reinsurance Co., from
1985 to 2013. “We’ve known
Michael for more than 20 years
and his reputation and underwrit-
ing track record are first-class,”
Skuld President and CEO Stale
Hansen said in the statement.
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ALLIED WORLD BUILDS OUT
NORTH AMERIGAN BUSINESS

What was the impetus to move
Bermuda into the North
American business group?

When you look at the Bermuda

business that we have, they’re
North American clients — North
American-based clients make up
95% of our Bermuda platform. So,
we may be writing a piece of that
North American client’s business
in our U.S. operation and a piece of
that North American client’s busi-
ness in our Bermuda operation. So
consolidating that relationship
was important to us and that was
part of the decision.

Further, it makes sense from a
distribution platform standpoint to
have Bermuda included as part of
our North American operations
given our business relationships
with large brokers such as Marsh,
Aon and Willis.

Finally, the major coverages in
Bermuda in the professional liabil-
ity, property/casualty and health
care areas align perfectly with
how we line up our four segments
in the U.S. It also gives our clients
a clean point of reference when
they’re looking at Allied World in
totality.

For 2015, where have you found
the major challenges?

Our major challenges are prob-

ably pretty similar to the major
challenges that are going on on a
macro basis. It’s a constant effort
for us to figure out which lines of
business we want to allocate our
capital to. Right now ... I think we
have challenges in the property
marketplace that we’re address-
ing, simply by utilizing a little less
capital in that business. We also
have some challenges based on
what’s happening with the whole-
sale changes in the health care

industry and the changes that are
coming out of the Affordable Care
Act.

Conversely, where are the bright
spots?

We feel very strongly about our

geographical expansion
throughout North America as we
continue to grow our distribution.
On the product side, our excess
casualty franchise in the U.S. and
Bermuda continues to perform
well, and we’re still able to get rate
in that market. It’s not as much
rate as we were able to get a year
ago or two years ago, but it’s still a
good positive rate so we feel like
we’ve got some tailwind there, and
we feel strongly about that mar-
ketplace. We feel like we have
great opportunities in profession-
al lines in the (directors and offi-
cers liability insurance) space, in
the (errors and omissions insur-
ance) space, and we’re allocating a
healthy amount of capital to that
business. Our Defense Base Act
business, along with our newer
specialty lines, including environ-
mental, construction and (mergers
and acquisitions), continues to be

LOU IGLESIAS

ALLIED WORLD
NORTH AMERIGA

Lou Iglesias is president of
Allied World North America,
part of Allied World
Assurance Co. Holdings A.G.
The company placed its
Bermuda operations in its
North American business
unit this year and opened
offices in Miami and
Toronto last year, building
out its North American
operations. On April 1, Allied
World also closed on a $193
million purchase of the
Hong Kong and Singapore
operations of RSA Insurance
Group P.L.C. Mr. Iglesias
recently spoke with

Business Insurance Associate Editor Matthew Lerner
about the company’s latest moves and current market
conditions and opportunities. Edited excerpts follow.

bright spots for us as well.

We're also looking closely at the
cyber space. We have a cyber book
of business in the U.S. and a cyber
book of business in Bermuda, and
we’re looking at some additional
opportunities there. My general
feeling is there’s an opportunity
for our whole industry to put more
capital to work. We just have to be
intelligent about figuring out the
best way to do that.

How much did the acquisition of
RSA’s Hong Kong and Singapore
operations add to the company?

The RSA acquisition for us is

just a great platform, an estab-
lished platform in Singapore and
Hong Kong, which is a part of the
world that is very difficult to go
into organically. It’s a part of the
world that we’re very interested in
growing our business in.

COMINGS & GOINGS

UP CLOSE: REED T. VANORSDEL

BETHESDA, MARYLAND-BASED VICE PRESIDENT OF THE EMPLOYEE BENEFITS GROUP

Alliant Insurance Services Inc.

PREVIOUS POSITION: Bethesda-based
benefits consultant at Corporate Synergies
Group L.L.C.

LOOKING FORWARD TO: Having new,
more powerful and effective resources to
make an impact on clients’ needs and deliver
on their expectations.

GOALS FOR NEW POSITION: To grow
the presence of the Alliant brand here in the
Washington, D.C., market, and by providing
unmatched service and capabilities for our clients.

CHALLENGES FACING INDUSTRY: Controlling cost
and delivering quality plans is the No. 1 challenge for
every employer when it comes to health care. Along with
cost, educating the workforce is nearly as important and
as challenging. Employees are busy doing their jobs, on
the road, working from home, etc., on a daily basis, so
giving them access to answers about their benefit plans is
an invaluable resource.

INDUSTRY OUTLOOK: I think the future is bright. I
believe that the right consultants and carrier relationships
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are bringing sustainable solutions to
employers and employees by delivering
quality of care with predictable costs.

FIRST INDUSTRY JOB: Group
representative with Prudential Insurance Co.
of America.

ADVICE: Outwork your competition and
bring the right people to the table. Be a good
listener so you can understand each client’s
challenges. No two clients are alike.

OUTSIDE THE INDUSTRY, A DREAM JOB: Playing
professional baseball.

HOBBIES: A rare date night with my wife, golf, playing
music or going to concerts.

THING MOST PEOPLE DON'T KNOW ABOUT ME: 1
have six children.

FAVORITE MEAL: Maryland blue crabs.

THOUGHTS ON SMARTPHONES: I'm scared one day
they might be smarter than me.

Professional Moves & Promotions
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Visit www.busil e.com/C

the weekly email.

BROKERS

McGriff, Seibels & Williams
Arthur J. Gallagher & Co.
Lockton Cos. L.L.C.

INSURERS
Liberty Mutual Insurance Co.
Tokio Marine Kiln Group Ltd.
QBE Insurance Group Ltd.
Pen Underwriting Pty Ltd.

REINSURANCE
Munich Reinsurance America Inc.
Scor S.E.
THB Group Ltd.

OTHER
Crawford & Co.
Arizona Department of Insurance

Britton Gallagher & Associates Inc.

ings for a full list of this week’s person-

nel moves and promotions. Check our website daily for additional postings and sign up for

Eric Treend
Michael Wakefield
Sue Langley
Scott Dillabaugh

Nikki Lankford
Markus English
Brian Griffith
Jonathan Turner
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Phillip Fong
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PINIONS

EDITORIAL

WALKING A
RAZOR-THIN
LIABILITY LINE

he shocking on-air shooting deaths of a television

reporter and cameraman raises some disturbing,

and perhaps ultimately unanswerable, questions

for all employers. Alison Parker, 24, and camera-

man Adam Ward, 27, were shot by Vester Flanagan,

41, a former employee of the CBS-affiliate TV sta-
tion WDBJ in Roanoke, Virginia. He later shot and killed
himself as police pursued him.

At the time of his termination three years previously, police
escorted Mr. Flanagan from the building. But apparently
there was no subsequent contact with the station or its per-
sonnel, and certainly no indication of the horrific acts he
planned and implemented.

Given the situation, a sense of helplessness by employers
is understandable in considering this particular episode. No
organization can effectively control someone who has left
their employ.

But that still leaves the issue of what to do about apparent-
ly troubled workers who remain at the firm’s employ, and
how businesses can balance the Americans with Disabilities
Act’s rule against not discriminating against workers with
psychiatric issues and still keep everyone in the workplace
safe.

Terminating an employee who gives his colleagues an
uneasy feeling is not enough. Experts’ advice is to observe
and document. Troubled employees often give clues as to
what they are planning, either verbally or through physical
gestures, such as moving a finger across the throat, experts
say.

This should help firms establish cases in which an employ-
ee loses ADA protection under the carve-out that applies to
workers who pose a threat to themselves or others.

Employers also should establish a clear policy as to conduct
that will not be tolerated in the workplace and apply it equal-
ly to all employees, which should help prevent their actions
coming under scrutiny from the U.S. Equal Employment
Opportunity Commission.

Unfortunately, there is no clearly defined guide employ-
ers can use to determine when the ADA is no longer appli-
cable and others’ safety becomes the only issue.

The prevailing issue, though, is workplace safety. And that
requires — as it does in so many other instances — clear,
unbiased and sound judgment on employers’ part.

Business Insurance welcomes letters to the editor. The section is intended to
be a forum for readers’ opinions and comments. We reserve the right to edit
letters for clarity or space. We will not publish unsigned letters.

Please send your letters to:
Letters to the Editor, Business Insurance,
150 N. Michigan Ave., Chicago, Ill. 60601-7524

Fax: 312-280-3174; email: gsouter@businessinsurance.com
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COMMENTARY

ASHLEY MADISON HACK
SIRIPS PRIVAGY VEIL

most of the alleged victims of the Ashley Madi-
son website hack.

After all, this is a site that describes itself as “the
most famous name in infidelity and married dat-
ing” and the “most successful website for finding
an affair and cheating partners.”

That sounds like a longer-winded way to say
“Adulterers R Us.” Call it all-too-social social
media.

Of course, we're hearing tearful confessions and
angry denials among those whose names were
leaked. That’s to be expected, although those doing
the confessions and complaining should have
expected that they’d ultimately be found out.

But we'’re seeing something else as well: anguish
among some people named as patrons of the site
whose names got there for either legitimate rea-
sons such as journalists researching stories or
because someone maliciously signed them up.

What’s happening with Ashley Madison under-
scores what we all should have realized a long time
ago — put something online, and it will eventual-
ly be found out by anyone who wants to find it out.
It’s a trade-off for access to virtually unlimited
information, an awful lot of it worthless or at
least never sufficiently vetted.

If anything, the Ashley Madison hack, like every
other hack before it, underscores the need for
enhanced cyber security, and laws and regulations
that promote security.

Lawmakers have been unable to agree on what

l t’s really hard to muster much sympathy for

the best approach to
sharing information
about cyber attacks
should be. Much of the
disagreement has been
over the effectiveness of
privacy guarantees in
any legislation. Privacy
concerns shouldn’t be
dismissed in the name of
security, and finding a
balance between two
equally valid concerns is
both difficult and critical.

In the cyber world, the bad guys are always one
step ahead. It’s a constant game of defense, and the
good guys need an ever-more-effective arsenal to
maintain security. They must be able to share
information about what works and what doesn’t in
fending off cyber attacks without fearing they’re
going to face frivolous lawsuits despite the best-of-
faith efforts.

Don’t be surprised if in the next few weeks the
names of a lawmaker or two end up being leaked
as Ashley Madison patrons. That alone could force
congressional action on cyber security.

Posting personal information on the Internet is
risky, and posting it on Ashley Madison is stupid
as well.

Fortunately, such stupidity could help bring
about a smart outcome — a step toward an effec-
tive national cyber security strategy.

MARK A.
HOFMANN

SENIOR EDITOR
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35 New Broad St., London EC2M 1NH, U.K; 77 Franklin St., Suite 809, Boston, MA 02110-1510. $10 a copy and $149 a year in the U.S., $169 in Canada and Mexico (includes GST). All other countries, $249 a year (includes expedited air delivery).

14 September 14,2015 BUSINESS INSURANCE




PERSPECTIVES

Actual injury versus plaintiff anxiety will remain key to successful data

breach litigation. Beth D. Diamond, global claims leader for specialty

insurer Beazley P.L.C., discusses how companies can best prepare for

attempted class actions in the wake of data breaches.

place, but the same cannot be said of class
action lawsuits.

For this reason companies caught in class
actions stemming from data breaches would do
well to consider the precedents they could set by
agreeing to over-generous terms.

The good news for defendants is that the hurdles
plaintiffs must surmount to bring a case to trial
are significant. Numerous lawsuits have been dis-
missed on the grounds that the plaintiffs failed to
show that they were harmed by a data breach.

One such case occurred last year and is worth
reading for the clarity with which Judge James E.
Boasberg of the U.S. District Court for the District
of Columbia analyzes the “thorny ... issues
regarding when, exactly, the loss or theft of some-
thing as abstract as data becomes a concrete
injury.”

The case involved data tapes, among other
items, stolen from a car parked in a San Antonio
garage in September 2011. The car was owned by
an employee of information technology company
Science Applications International Corp., which
handles data for the federal government. The
tapes contained personal information and medi-
cal records relating to 4.7 million members of the
U.S. military and their families enrolled in Tricare,
the armed forces health care program.

There is no question that the loss of the data was
embarrassing. According to letters mailed to
affected service members by SAIC in November
2011, it included names, Social Security numbers,
addresses, dates of birth and phone numbers, as
well as a variety of medical information. It did not,
however, include any financial data. Moreover,
SAIC considered that the chance of the data being
accessed by the thieves or any other unauthorized
party was low because to do so would require
“specific hardware and software.”

Numerous individuals sued, and their lawsuits
were consolidated into a single action. SAIC and
three government defendants — Tricare, the U.S.
Department of Defense and its then-secretary,
Chuck Hagel — sought to dismiss the complaint
on the grounds that the plaintiffs could show no
injury based on the data breach and therefore
lacked standing to sue in federal court.

The key question then addressed by the court
was whether, as alleged by the plaintiffs, the mere
fact that their data had been stolen constituted
“a distinct and palpable harm.” A number of the
plaintiffs also claimed that the time and money
they had spent checking their credit (though SAIC

L ightning may not strike twice in the same

had offered them free credit monitoring) and talk-
ing to their banks should be compensable.

In his ruling, Judge Boasberg gave these argu-
ments short shrift, citing a variety of court opin-
ions, including a U.S. Supreme Court decision in
Clapper v. Amnesty International USA in 2013,
that supported the view that a threatened injury
must be “certainly impending” to afford plaintiffs
standing to sue. If those caught up in a data
breach, or any untoward event, were so alarmed
that they spent time and money to protect them-
selves from potential harm, that would not, in
itself, give them standing. In the trenchant
language of the Supreme Court: “(R)espondents
cannot manufacture standing merely by inflicting
harm on themselves based on their fears of
hypothetical future harm that is not certainly
impending.”

The plaintiffs’ attorneys shot back that, due to
the data breach, their clients were 9.5 times more
likely than the average person to become victims
of identity theft. But Judge Boasberg was
unmoved. A heightened risk of identity theft, he
said, is not the same as a harm that is “certainly
impending” — the litmus test endorsed by the
Supreme Court.

This was not quite the end of the story. The
Supreme Court had also acknowledged that it had
sometimes “found standing based on a ‘substan-
tial risk’ that harm will occur,” prompting plain-
tiffs to “reasonably incur costs to mitigate or avoid
that harm.” But Judge Boasberg concluded that
the plaintiffs in the SAIC litigation did not clear
that hurdle either.

While a more recent Seventh Circuit decision, in
Remijas v. Neiman Marcus Group L.L.C., upheld
plaintiffs’ standing to sue due to “injuries associ-
ated with resolving fraudulent charges and pro-
tecting oneself against future identity theft” after
a data breach, that case involved theft of credit
card numbers that allegedly resulted in actual
fraudulent charges on the affected individuals’
cards. This contrasts with the SAIC case, where
no financial data was lost. It would still be quite
difficult to establish standing in a case where the
victim of a breach can show only some fear of
future fraud perpetrated at his or her expense.
After all, anxiety is still a far cry from the “con-
crete, particularized and actual or imminent”
harm that the Supreme Court required.

From this, it should be clear that the precise cir-
cumstances of data breaches need to be carefully
analyzed to assess the risk of successful litigation.
Specialty insurer Beazley P.L.C. has helped more

Prepare for the inevitable:
Post-data breach class actions

than 2,200 organizations manage data breaches
and address the third-party liability risks they
pose. From this experience we can identify the fol-
lowing factors that frequently serve to diminish
the third-party risk:

B More than half of the data breaches we have
helped clients handle have been caused by errors
or inadvertence in the organization — not theft.
In these situations, it is, of course, possible that the
data will fall into the wrong hands. But it is unlike-
ly that a court would find the mere fact of such a
breach constituted “certainly impending” harm or
a “substantial risk” of harm.

B Data, in all likelihood, were not the principal
target of many thieves. This certainly seemed pos-
sible in the SAIC case: The judge, in a character-
istically colorful turn of phrase, said the tapes
could be “lying in a landfill in Texas” after the thief
had achieved his or her “main goal of boosting the
car stereo and GPS.”

Of course, there are situations in which these
defenses will not apply. In January, Judge Paul A.
Magnuson of the U.S. District Court for the Dis-
trict of Minnesota allowed a class action against
the retailer Target Corp. — the victim of a mas-
sive hacking attack in 2013 — to proceed on the
grounds that the plaintiffs suffered injuries that
afforded them standing.

“Target ignores much of what is pled,” the judge
wrote, “instead contending that because some
plaintiffs do not allege that their expenses were
unreimbursed or say whether they or their bank
closed their accounts, plaintiffs have insufficient-
ly alleged injury. These arguments gloss over
the actual allegations made and set a too-high
standard for plaintiffs to meet at the motion-to-dis-
miss stage.”

Based on Judge Magnuson’s decision, Target in
March agreed to settle the lawsuit for $10 million.
That $10 million is nevertheless modest relative
to the magnitude of the approximately 110 million
Target customers allegedly affected by the data
breach. Other settlements have been likewise low,
such as LinkedIn’s $1.25 million deal over the expo-
sure of 6.5 million logins and passwords. Plaintiffs’
difficulty in proving damages in these types of
cases ultimately mean they pose limited finan-
cial threat.

But that will not deter plaintiffs attorneys from
continuing to file putative class actions after
a data breach thanks in large part to attorneys
fees. The Target settlement agreement, by way
of example, permits plaintiffs attorneys to recov-
er as much as $6.75 million, in addition to the $10
million.

Data breaches can cause consumers massive
harm, as well as great anxiety. The best insurance
for businesses addresses both dimensions of the
problem, offering expertly coordinated first-party
services to manage the breach and robust finan-
cial protection against third-party liability. In the
latter arena, the distinction between harm and
anxiety may prove crucial.

Beth D. Diamond,
global claims team

leader for
technology, media
and business
services insurance
with Beazley P.L.C.,
can be reached at
beth.diamond@
beazley.com or at
646-943-5912.
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Epidemic vexes workers comp industry despite success of new strategies

BY STEPHANIE GOLDBERG

espite a decline in injured workers’ use of nar-
cotics and the workers compensation industry’s
increased vigilance about the risk of overutiliza-
tion and addiction, the opioid epidemic is far from
over.

Early intervention strategies, prescription drug mon-
itoring databases and drug formularies have helped
reduce the use of opioids to single-digit increases in the
past several years, sources said.

“There’s a sense now that we’re starting to get our
arms around the problem, but we’ve by no means solved
it,” said Joseph Paduda, principal of Madison, Connecti-
cut-based Health Strategy Associates L.L.C.

“It scares me that people will think, ‘We’ve got this
fixed, let’s move on ... and worry about something
else,” ” such as compound drugs. “That’s a huge mis-
take,” he said.

Compound drugs are pricy and rarely found to be med-
ically necessary, but they account for only about 5% of
drug spending, Mr. Paduda said.

Opioids, however, represent 29% of Sedgwick Claims
Management Services Inc.’s drug spending, “which is
huge,” said Dr. Teresa Bartlett, Troy, Michigan-based
senior vice president and medical director of the third-
party administrator. The percentage is consistent with
pharmacy benefit managers’ recent drug trend reports.

While utilization is declining, the cost of narcotics has
increased due to a surge in the average wholesale price
of medications, PBMs such as Helios, Express Scripts
Holding Co. and Coventry Workers’ Comp Services
reported earlier this year.

Experts say physicians should screen injured workers
prior to prescribing opioids, asking if they have a histo-
ry of addiction or mental illness, among other questions,
to see if they’re at risk for delayed recovery or addiction.

Sedgwick asks every physician it works with to do this
and report patients’ levels of risk — based on their
answers to the questions — back to the TPA, but the
company is successful just 21% of the time, Dr. Bartlett
said.

Several free risk assessment screening tools are avail-
able, but “physicians feel they understand their patients
and know whether or not they’re at risk for addiction or
overdose,” Dr. Bartlett said.

Many physicians provide opioid agreements, which
detail the risks and potential side effects of such drugs,
to be signed by injured workers, said Dr. Robert Hall,
Westerville, Ohio-based medical director at Helios.

“It sounds like a lot of those contracts have just been
signed and not necessarily reviewed,” which is a missed
opportunity, Dr. Hall said. Providers should walk

September 14, 2015  BUSINESS INSURANCE
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Narcotic prescription drugs account for the
highest pharmaceutical spending and the
highest utilization among injured workers.
While utilization has declined since 2010,
costs have increased primarily due to
increases in average wholesale prices.

I Utilization
W User cost/year

6.1%
5.5%

2.9%

(4.4%)

2010 2011

Source: Express Scripts Holding Co.

injured workers through the pros and cons of opioids
and alternative treatment options, he said.

Despite the risks, sometimes opioids are the right
course of action, such as immediately after surgery,
experts said.

“Opioids are a very necessary thing for dealing with
acute pain,” Dr. Bartlett said. “What we talk about is
really the chronic issue ... when it gets beyond a couple
of weeks, you need to start worrying.”

When prescribed, injured workers also should be
given a weaning schedule, and improvement in their

(2.7%)

2012

0.1%

(3.0%)

(10.9%)
2014

2013

pain levels “should be complemented by a reduction in
opioids,” Dr. Hall said.

Overall, there’s greater focus on education, said
Michael Gavin, Duluth, Georgia-based president of med-
ical cost management company PRIUM.

“We're entering an era of informed-choice health care
delivery,” which Mr. Gavin described as “a nascent
movement at this point.”

“If a physician tells a patient, ‘You need an MRI’ or

See OPIOIDS page 18
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Proper threshold assures warnings taken seriously

Red flags in workers
compensation cases signal
problems that could slow
an injured employee’s
return to work and increase
costs. Examples include:

Early flags: Severity of
injury, comorbid conditions,
surgery anticipated

Drug treatment: Chronic
or inappropriate opioid use,
dangerous compound drugs,
long-acting narcotics,
illegal drugs

Medical treatment:
Treatment outside
evidence-based guidelines,
multiple treating providers,
worker does not comply
with treatment plan

Psychosocial factors:
Negative attitude toward
work or treatment, lack of
a support system,
performance issues

Sources: Genex Services Inc.,
Coventry Workers’ Comp
Services, Express Scripts Holding
Co., Broadspire Services Inc.

BY SHELBY LIVINGSTON

leveraging pharmacy and

claims data to develop red
flags used to alert adjusters when
injured worker cases need more
attention.

But as these triggers grow in
number and complexity, steps
need to be taken so alerts are not
ignored, experts warn.

Triggers that range from inap-
propriate drug and medical treat-
ment to a worker’s comorbid con-
ditions and negative mindset sig-
nal that a claim can result in high
costs and warrants intervention,
whether through a nurse case
manager, drug utilization review
or other method.

The goal of flagging high-risk
cases “is to identify those as early
as possible,” said Ron Skrocki,
Wayne, Pennsylvania-based vice
president of product management
and development at managed care
services provider Genex Services
L.L.C. “Earlier identification is
going to lead to a more effective
intervention and a better and
faster outcome.”

Most importantly, flagging iden-

T hird-party administrators are

tifies “potential safety issues,” said
Carol Valentic, Sunrise, Florida-
based vice president of operations
and director of cost containment at
Broadspire Services Inc., part of
Crawford & Co. It also “makes
sure that we don’t pay for things
that are not covered by workers
compensation.”

TPAs mine claims data for infor-
mation on the worker and indica-
tors of severity and cost that are
higher than normal, Mr. Skrocki
said.

Genex examines the injury, the
worksite, the worker’s character-
istics, comorbid conditions and the
employer’s history, he said.

For example, a worker with dia-
betes may signal the need for an
intervention, as it will likely take
longer to recover from injury than
someone without diabetes. A
nurse case manager may be
assigned to ensure a smooth
recovery period.

Some red flags, such as a nega-
tive attitude or lack of support at
home, can prolong the claim but
are not apparent in the data.

Workers “don’t walk around
with a sign saying ‘love my job,’
‘hate my job,” or lack family sup-

port,” Mr. Skrocki said. To under-
stand what’s beneath the surface,
it’s necessary to call the case man-
ager, he said.

Pharmacy benefit managers
review their data for red flags,
looking for problematic prescrib-
ing patterns, dangerous drug com-
pounds and other safety hazards,
said Jennifer Kaburick, St. Louis-
based senior vice president of
workers comp product, compli-
ance and strategic initiatives with
pharmacy Dbenefit manager
Express Scripts Holding Co.

Such warning signs include pro-
longed opioid use, harmful pre-
scription cocktails or using nar-
cotics for reasons other than
intended, she said.

These triggers arise when a
worker fills a prescription, prompt-
ing PBMs to alert an adjuster to
look into a case further.

But “it’s also necessary to look at
the data from a proactive stand-
point before the meds have been
dispensed,” by calculating the
morphine equivalent dose — the
relative potency of different nar-
cotics to morphine — of a worker’s
prescriptions, Ms. Kaburick said.
For example, if a worker’s pre-
scription exceeds 100 milligrams of
a morphine-equivalent dose, an
alert is sent telling an adjuster to
review the prescription before it
can be filled. Express Scripts’
clients sets the morphine-equiva-
lent dose threshold and can choose
to be alerted when a worker
exceeds it.

Nonformulary drugs also go
through a preauthorization pro-

cess in which a team reviews
whether the medications are
appropriate, Ms. Valentic said.
Broadspire’s physicians may call
the prescribing doctor to better
understand the treatment plan.

It’s important to understand “the
overall picture” of the worker’s sit-
uation to avoid unnecessary flag-
ging, such as a worker prescribed
opioids after recently undergoing
surgery, said Anne Levins,
Philadelphia-based director of
product development and informa-
tion strategy at Coventry Work-
ers’ Comp Services.

With so many potential red flags,
administrators are at risk of over-
loading adjusters with alerts.

“Too many alerts (may) end up
going on deaf ears,” Ms. Levins
said. So Coventry aggregates mul-
tiple alerts into one and decides on
the best time to notify the adjuster,
she said. It’s also important to send
an alert with a solution, she said.

“Just alerting without the under-
standing of what (the) next step is
isn’t going to be very beneficial,”
she said.

“You’ve got to keep tuning and
monitoring” alerts, “because just
sending people notes or emails
without following up” isn’t effec-
tive, Mr. Skrocki said.

Regarding the case, it’s impor-
tant to ask, “What was the out-
come? Does that mean we have to
educate people? Do we have to
refine the triggers? Do we have to
have a better delivery mechanism
or workflow for the triggers?” he
said. “It’s not a one-and-done kind
of situation.”

OPIOIDS

Continued from page 16

‘You need this medication,” then
(injured workers) truly be-
lieve that they need it, and why
wouldn’t they?” Dr. Bartlett said.
“Even though we might convince
an injured worker, for the most
part, we have to compel the doctor
to change.”

For that reason, Sedgwick focus-
es primarily on working with
treating physicians to ensure they
use best practices, Dr. Bartlett
said. PBMs, on the other hand
focus more on patient education
and training, she said.

Workers comp payers “don’t
want to manage pharmacy in a
vacuum,” Mr. Paduda said. “There
has to be a sharing of information
and a sharing of data as well as a
clear understanding of who’s
responsible for what.”

Mr. Paduda added that the most
productive thing an employer can
do is ask its PBM, “What should
we be doing? What’s that impact
going to be? And what do Ineed to

18 September 14, 2015

do to make that happen?”

The industry seems to have a
handle on managing opioid use
among new claims, but it’s really
the legacy claims, some of which
are 20 years old, that drive about
75% of workers comp costs, Mr.
Gavin said.

There needs to be a “holistic
strategic focus on peer interven-
tion, drug monitoring and tools
like that to make sure care is being
delivered appropriately,” he said.
“The responsibilities that payers
have ... in connection with opioids
is changing.”

Several years ago, many employ-
ers and insurers would pay for opi-
oids to avoid “noise from attorneys
and doctors and injured workers
who are upset about not getting
their medications,” Mr. Gavin said.

“The risks of not paying and the
risks of continued payment are
being rebalanced,” he said. “Most
medical directors are starting to
say, ‘I cannot continue to authorize
payment for drugs that I know are
dangerous and could result in fur-
ther injury or potential death to
the injured worker.’ ... The percep-
tion of risk is shifting.”

BUSINESS INSURANCE

DRUGS TO COUNTERACT OPIOID SIDE EFFECTS
FURTHER COMPLICATE TREATMENT

apies, often are prescribed to help injured
workers treat symptoms brought on by tak-
ing prescription opioids.

Common side effects include constipation,
weight gain, dry mouth, nausea, lower testos-
terone, impotence and depression, said Dr. Tere-
sa Bartlett, Troy, Michigan-based senior vice
president and medical director of Sedgwick
Claims Management Services Inc.

Sometimes patients will see that list and say,
“No thanks, I'd rather tough this out for a little
while than experience some of these side effects,”
she said.

But for injured workers already taking opioids,
workers compensation insurance sometimes
pays for adjunct therapies.

“There’s an old adage that physicians who start
patients on opioids should also start them on
some sort of laxative protocol,” said Tron Emp-
tage, chief clinical officer at pharmacy benefit
manager Helios in Columbus, Ohio.

Injured workers might be told to exercise,
eat certain foods that help with constipation and
try over-the-counter products first, Mr. Emptage

S upplemental treatments, called adjunct ther-

said.

Workers comp sometimes also pays for pre-
scriptions for Viagra and Cialis, which treat erec-
tile dysfunction often caused by opioids, Dr.
Bartlett said.

“Why not lower the dose and get (an injured
worker) off the opioid rather than add three or
four more drugs to treat the symptoms that the
opioid caused?” Dr. Bartlett said. “It’s madden-
ing and it’s sad.”

For one opioid, Actiq, adjunct therapies can
mean dental work, Dr. Bartlett said.

Actiq, which contains the Schedule II controlled
substance fentanyl, is approved by the U.S. Food
and Drug Administration to manage break-
through pain in cancer patients, but is often pre-
scribed to injured workers.

Taking the form of a lollipop, Actiq can cause
dental issues, Dr. Bartlett said.

The lollipop was “really designed for end-of-life
care for people who are maybe a week to a month
away from dying,” she added. In workers comp
“we have people in their 40s and 50s taking them
all the time, and now they’re losing their teeth.”

By Stephanie Goldberg



QUALITIES, SERVICES EMPLOYERS LOOK FOR IN A PHARMACY BENEFITS MANAGER

cient case management and

deeper integration of data ana-
lytics top risk managers’ wish lists
when it comes to pharmacy bene-
fits managers.

Finding more effective ways to
contain costs is risk managers’
foremost concern. Employers
spent an average of $1,583 per
injured worker for prescription
drugs in 2014, up 1.9% from 2013,
according to a report issued this
year by St. Louis-based Express
Scripts Inc. A separate report,
issued by Memphis, Tennessee-
based PBM Helios, showed work-
ers compensation prescription
costs increased by 3.9% in 2014
from the previous year.

“It’s mainly about pricing and
transparency, especially as the
price of specialty drugs gets more
and more out of control,” said
Paulette Wright, director of
employee population health and
pension strategies at Hackensack
University Medical Center in
Hackensack, New Jersey.

The primary means by which
risk managers rely on their PBMs
to help them manage their work-
ers comp prescription costs is
through direct negotiations with
drugmakers. For their part, the
country’s largest PBMs have been
looking to increase their leverage
in those negotiations, mainly
through industry consolidation,
including Optum Inc.’s $12.8 billion
purchase of rival Catamaran Corp.
and CVS Caremark Corp.’s acqui-
sitions of Omnicare Inc. and the
pharmacy and clinic divisions of
Target Stores Inc. for $10.1 billion
and $1.9 billion, respectively.

“Pharmacy costs continue to
make up a bigger and bigger por-
tion of our total workers comp
budget every year,” said Scott
Clark, risk and benefits officer at
Miami-Dade County Public
Schools in Miami. “The PBMs’
presence in the industry and their
ability to garner the best discounts
from pharmaceutical companies
and then pass those discounts on
to us is paramount.”

Mr. Clark said PBMs also could
improve the quality and depth of
their communications with
patients.

“It’s really important that we
have an opportunity to partner
with our PBM in conjunction with
my third-party administrator in
order to give our injured claimants
a chance to really understand the
best methodologies for getting
their scripts filled that not only
meet their needs, but also keep
them on their medications so we
can get them healed and back to
work,” he said. “The messaging
our employees receive from the
PBM should also include informa-
tion about what the district is
spending to provide those pre-
scriptions. Because these benefits
are essentially free from the
employees’ perspective, they often
don’t really understand what the
real costs are to do this.”

Risk managers say they want to

B etter cost controls, more effi-

boost efficiencies in their prescrip-
tion case management strategies.

“Case management needs to
take a look at the recovery of an
individual in a more holistic way,
where we look at all of the meds
that an individual is using to
make sure that they’re compati-
ble,” said Ellen Shew Holland,
associate vice president and chief
risk officer at Southern Methodist
University in Dallas. “Then we’d
look at the cost associated with
those meds and whether long-
term usage is beneficial, or
whether we can get the individu-
al recovered without them. There

needs to be a whole pain manage-
ment or medical management
review and then an assessment
by the occupational doctors as to
whether the meds are working
well for the patient.”

In particular, risk managers said
PBMs’ ability to leverage data ana-
lytics and complex automated uti-
lization alerts is more critical.

“What I really need and rely on
my PBM for is that analytic edge
that they give me, and that’s the
qualified pharmaceutical history
we get when we look at utilization
on our workers compensation
claims,” said Amy Pechacek, direc-
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tor of risk management for Mil-
waukee County, Wisconsin. “If
have an employee being treated by
multiple doctors and being pre-
scribed the same narcotics by
more than one physician, I rely on
my PBM to catch those red flags
immediately and investigate.”
“On the flip side,” she said, “if I
have an injured worker with mul-
tiple doctors but not disclosing dif-
ferent medications to all of them,
they could be prescribed medica-
tions that contradict or don’t inter-
act well with each other. I need a
PBM to pick up on that as well.”
Although data collected from

several PBMs indicates that opioid
use has fallen, effectively manag-
ing misuse remains a critical issue.
“Any good PBM ought to have a
very well-orchestrated and articu-
lated structure for effectively
assisting me in managing those
employees that are on long-term
opioid and other pain prescrip-
tions, so that we’re not working at
cross purposes,” Mr. Clark said.
“I would expect the PBM to have
a strategy for managing that
and hopefully getting those
claimants off of those long-term

pain medications.”
By Matt Dunning
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USED FORMULARIES GAINING GROUND
AS MORE STATES ADOPT GUIDELINES

BY GLORIA GONZALEZ

state workers comp programs is gaining

momentum, although improvements on
several fronts may mask unintended conse-
quences.

Ohio, Oklahoma, Texas and Washington state
have implemented closed drug formularies
grounded in evidence-based medicine guide-
lines for their workers comp programs, with
Arizona, Arkansas, California, Louisiana,
Maine, Michigan, Montana, Nebraska, North
Carolina and Tennessee weighing
or taking similar steps.

Formularies make it more diffi-
cult for physicians to prescribe
drugs such as opioid painkillers
since they require proof that non-
formulary drugs are medically nec-
essary for injured workers.

Texas and Oklahoma based their
formularies on the Official Disabil-
ity Guidelines published by Encini-
tas, California-based Work Loss
Data Institute. Tennessee has adopted the
guidelines for the formulary it will launch next
year and Arizona, Arkansas and Louisiana
apparently are leaning in that direction.

The guidelines are popular among states part-
ly because of their limited implementation and
maintenance costs and the ease of adopting
their N and Y drug lists, said Mark Pew, senior
vice-president at PRIUM, a Duluth, Georgia-
based medical management company. On the
flip side, states must adopt the guidelines in full
because the institute does not allow changing
its content, although a state can create carve-
outs via legislation or rules, he said.

However, the use of “Y” drug (preferred)
and “N” drug (requiring preauthorization) lists
results in a “black-and-white formulary” that
fails to acknowledge certain drugs may be
appropriate in some situations, but not others,
said Joseph Paduda, principal of Madison, Con-

T he adoption of closed drug formularies for

oood.”

“At finst blugh,
the results in Texas
look remarkably

Joseph Paduda,
Health Strategy
Associates L.L.C.

necticut-based Health Strategy Associates
L.L.C. and president of trade association Comp-
Pharma.

“The binary nature of the Y and N process is
a gross simplification of what formularies
should be,” he said.

Compelling outcomes in Texas also factor into
the guidelines’ popularity, Mr. Pew said.

The number of injured employees receiving
N drugs fell 65% and costs dropped 83% for new
claims for injuries suffered on or after Sept. 1,
2011, the Texas Department of Insurance said
of the first implementation phase of its comp
formulary. Utilization and costs also
declined for legacy claims, with costs
dropping from $1.42 million in
August 2013 to $290,000 in September
2014.

“At first blush, the results in Texas
look remarkably good,” Mr. Paduda
said.

The American College of Occupa-
tional and Environmental Medicine
Practice Guidelines is another option
unless states feel they need to create
their own formularies, Mr. Pew said. Washing-
ton state — the earliest adopter of a closed drug
formulary in 2004 — did just that and was able
to implement a more restrictive formulary
because of the monopolistic nature of its work-
ers comp system.

While it’s not known which treatment guide-
lines California will adopt, the characteristics
of the state’s comp system could indicate a gen-
eral approach, experts said.

“It’s too early to say what direction California
is going to go, but I think they’re leaning toward
a Texas model because of applicability versus
a Washington model because it’s monopolistic,”
Mr. Pew said.

Not all stakeholders support evidence-based
closed drug formularies for workers comp pro-
grams.

Robert Rassp, a Sherman Oaks, California-
based attorney at Law Office of Robert G. Rassp

representing workers comp claimants, said
such formularies are geared to cost contain-
ment and limit physicians’ ability to treat their
individual patients.

“I don’t think the formularies that exist pro-
mote or encourage individualized medicine,” he
said. “It’s not about what’s best for the patient.
It’s how to save money.”

But patients are not automatically barred
from receiving specific drugs just because they
are not in the formulary, said Johnnie Hanna,
pharmacy program director at the Ohio Bureau
of Workers’ Compensation in Cincinnati, a
monopolistic state that established its own drug
list in 2011.

“The idea that a formulary is a reason some-
one would not get a drug they needed is abso-
lute nonsense,” he said.

The Ohio bureau has reported significant
utilization and cost declines, including a 74%
drop in skeletal muscle relaxants, a 25% decline
in narcotics and a total drug cost drop of 16%,
for a total of $20.7 million, in fiscal year 2014
compared with fiscal year 2011.

“You cannot approach it from a fiscal perspec-
tive,” Mr. Hanna said “If you do, you lose the
moral high ground and you will lose support
from some of your constituencies.”

For several stakeholders, the critical unan-
swered question is what happens to patients
who lose access to opioids because of a closed
drug formulary.

While the majority likely receive opioids
through their group health plans or Medicare,
“I think it’s highly likely that some portion of
claimants who are no longer receiving opioids
are accessing street drugs,” Mr. Paduda said. “I
have no idea what percentage, but you can’t
just stop taking opioids.”

And there is the possibility these injured
workers are turning to heroin, although it is dif-
ficult to prove a direct correlation. A July U.S.
Centers for Disease Control and Prevention
report indicated 45% of people who used hero-
in also were addicted to opioids.

Gustomized formularies help employens curb costs

pharmacy benefit managers to
customize formularies for
their injured workers, but they
tend to be most heavily involved
when they have staff with medical
expertise or are trying to address
the overuse of a drug in their
workers compensation programs.
In states such as Texas that have
adopted workers comp formula-
ries, employers generally are more
likely to incorporate additional
limits for narcotics, antidepres-
sants, muscle relaxants and other
drugs, said Brigette Nelson, senior
vice president of workers compen-

Employers work with their
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sation clinical management at
Express Scripts Holding Co. in
Cave Creek, Arizona.

“Most of our clients will cus-
tomize to some degree,” Ms. Nel-
son said.

While many will ask pharma-
cists to advise them on what the
formularies should look like,
employers with nurses or medical
directors tend to be more vocal
about whether or not specific
drugs should be in the formularies,
she said.

And most employers will tell
their PBMs to exclude drugs such
as cancer medications not intend-
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ed for workers comp pain manage-
ment, or limit drugs such as sleep
aids not meant for long-term use,
she said.

Employers also are concerned
about injured workers using opi-
oids in combination with skeletal
muscle relaxants because of the
potentially serious safety risks,
with Express Scripts data indicat-
ing that nearly half of injured
workers took such combinations
in 2014, Ms. Nelson said.

Employers are also working with
their PBMs to create formularies
that address pricey compound
drugs, said Donald Lipsy, manag-

er of regulatory, communications
and compliance at First Script Net-
work Services in Tucson, Arizona,
a unit of Coventry Workers’ Comp
Services.

Compounds accounted for 7.7% of
all managed drug spending in 2014,
up from 4.5% in 2013, and 28.1% of
all unmanaged drug spending, up
from 20.1% in 2013, according to a
Coventry First Script report in
June.

“I think that’s one of the reasons
people are paying attention,
because it’s difficult to control for
those,” he said.

By Gloria Gonzalez

DRUG
STANDARDS
TIGHTENING

n effort by federal
A agencies to tighten

controls on
hydrocodone combination
drugs has had a noticeable
but difficult to quantify
effect on such prescriptions
for injured workers.

The U.S. Drug Enforcement
Administration placed
hydrocodone combination
products in a more
restrictive category of
controlled substances,
alongside morphine and
oxycodone, effective last
October. The reclassification
from Schedule IIT to
Schedule II means that
prescribers must issue a new
prescription and no phone-
in refills are allowed,
according to the U.S. Food
and Drug Administration.

Vicodin, a hydrocodone-
acetaminophen combination
drug, has been the No. 1
prescribed medication in
Coventry Workers’ Comp
Services’ workers comp
business, but it also has had
the largest decline in
utilization over the past
three years, dropping 7.8%
last year.

“I don’t know how much is
attributable to the
regulation specifically, but
it's definitely more difficult
to obtain those
prescriptions,” said
Dannielle Foroozandeh,
Coventry’s director of
pharmacy product
development based in
Orange County, California.

Less certain is the effect
of designating tramadol as a
Schedule IV controlled
substance last year.
Schedule IV drugs are
defined as having a low
potential for abuse and a
low risk of dependence.

“I don’t think it made as
big of a splash,” Ms.
Foroozandeh said.

Tramadol had a 6.3%
increase in utilization in
2014, according to an
analysis by pharmacy benefit
manager Helios published in
March.

“Tramadol going up
slightly is partly because of
hydrocodone, because you
can do refills for tramadol,”
said Tron Emptage, chief
clinical officer at Helios in
Columbus, Ohio.

By Gloria Gonzalez
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SPECIALTY DRUGS BENEFITS CHANGES TRACKING
Specialty drugs, which accounted for 30% of group health plan costs in 2012, are projected to equal traditional prescription Employers are considering a variety of Employers that track specialty
drugs in 2018. strategies to reduce prescription drug costs. drug spending are most likely to
They include: do so through their pharmacy
Year Percent specialty Percent traditional benefits than their medical
Adopting new Evaluating benefits program.
eligibility or specialty B Yes
2012 30% 70% utilization pharmacy -
restrictions spending No
Not sure
2013 34% 66%
S —_ L Lo
15% 24%
2014 38% 62%
66%
58%
2015 42% 58% TRACKED IN PHARMACY
81% 82%
2016 45% 55%
TRACKED IN MEDICAL
2017 48% 52% e Yy
A mBy2015 A
Considering for 2016, 2017
2018 50% 50% 2012 6% 7%
i TOTAL BY 2018 — =
Source: Artemetrx Specialty Drug Solutions L.L.C. Source: Towers Watson & Co.
TRACKED IN PHARMACY
SPECIALTY DRUGS SPECIALTY DRUG MANAGEMENT ok,
Pharmacy benefits spending attributed Top issues employers face in managing the cost of specialty prescription drugs measured on a five-point scale, with 5 indicating 4% 0
to specialty drugs the highest lever of interest ° =
PEFCE:]TATOE TRACKED IN MEDICAL
ess than
0/ _9EQ, Issue 2013
10%-25% 2104 .
26%-50% 2013
1%-75% . . 4.20 8% 3%
S1%-75% High cost of new specialty drugs — -
I More than 75% 4.24
Not sure 89%
. . 3.69
Changes in manufacturer prices 357
: TRACKED IN PHARMACY
s/,
25:’ Medical claims billed under 2.93
55% junk codes 3.78
7% 39% 48% 14%
0 Accurately measuring specialty 3.20
m oo drug expenditures 3.69
TRACKED IN MEDICAL
13%
Greater specialty utilization due to 3.06 e e e e
2011 copayment cards or coupons 3.67
—— e o e e 2014 5% 7%
Infusion administration moving from 3.07 — n
16% physician offices to outpatient hospitals 3.51
58% . . L
12% Applying consistent coverage guidelines 2.85
% for medical and pharmacy benefits 3.46 TRACKED IN PHARMACY
9%
mo 2.99 =
13% Ability to obtain specialty drug rebates 33
2012
Accurately measuring specialty 2.64
mEmEmEmEEEEEEEEE expenditures 3.19 TRACKED IN MEDICAL
13% Source: Pharmacy Benefit Management Institute L.P. Source: Pharmacy Benefit Management
\ 58% Institute L.P.
18%
1% (8]
. 10/0 BIGGEST PRICE JUMPS WHAT ARE SPECIALTY DRUGS?* 9 . g3
) = o a4
8% Specialty drugs that had the greatest increases in costs in 2 *_:'; " S ks =z
2014 compared with 2013 @ g £ gL g s
Es wn @ S c L g 3
2013 16.9% Characteristics EE D 58 i <58
- m Em Em Em Em o Em Em Em Injectable _ _
Special handling/administration [ ] [ ]
13% 11.8% 11.0% Treat rare chronic or complex conditions _ _
5% 9.4% 8.3% High unit cost _ _
29% Frequent dosing changes or intensive monitoring _
16% Intensive patient training and compliance assistance [
" 7% Limited distribution? [ I
1% Specialty tier [ ]
. . Biologicals? I I
2014 Autoimmune Cancer Multiple Growth HIV/AIDS * Blanks are unknown; ** For additional information, see CVS Caremark universal specialty drug list.
disorders sclerosis hormone
deficiency 1 CVS Caremark and Express Scripts have multiple specialty drug lists for different clients. 2 Biotech drugs are produced using living
organisms, often using genetic engineering of yeast or bacteria.
Source: Pharmacy Benefit Management Institute L.P. Source: Catamaran Corp. Source: Milliman Inc.
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XL Catlin launches
crime policy in U.S.

XL Catlin has launched a commercial
crime insurance policy aimed at helping
U.S. businesses recover from corporate
crime.

The policy provides protection against
loss of or damage to money, securities
and other property resulting directly
from theft committed by an employee. It
also protects against losses from check
forgery, and losses from fraudulent entry
or change in electronic data, Dublin-
based XL Catlin said in a statement.

The policy is available on a primary,
excess and quota share basis with policy
limits up to $25 million. Coverage is pro-
vided by XL Catlin insurance unit XL
Insurance America Inc., according to the
statement

“From embezzlement and forgery to
securities fraud and theft, businesses of
all sizes are vulnerable to an expanding
variety of crimes and criminal schemes
that can be executed by their own
employees or outside parties,” New
York-based Greg Bangs, chief underwrit-
ing officer of XL Catlin’s global crime
insurance business, said in the state-
ment. “This new policy protects compa-
nies from the financial impact of criminal
activity that can, in turn, damage prof-
itability and business processes as well
as a company’s reputation.”

Survey to opens lens
on safety perceptions

Liberty Mutual Insurance Co. will offer
its commercial lines customers the Lib-
erty Mutual Safety Climate Survey, a
service that helps them identify targeted
areas for improving safety.

The safety climate survey will help
companies differentiate between
employees’ measurement of safety and
the perception of the company’s safety
culture, Liberty Mutual said in state-
ment. The survey is for companies with
100 or more employees and is made up of
statements that are meant to gauge
employees’ perceptions of senior man-
agement’s commitment to safety.

The safety climate survey is mainly for
companies with strong safety records
that want to improve further, according
to the statement.

“Practical application of the safety cli-
mate surveys can help companies iden-
tify ways to make focused adjustments
to safety management systems that, over
time, can strengthen safety cultures,”
James Blaser, service director, Liberty
Mutual Risk Control Services said in
the statement.

Insurance practice serves
car, truck dealerships

Cross Insurance, Bangor, Maine, has
launched a franchised dealer practice to
serve the needs of new car and truck
dealerships.

The Cross Insurance Franchised Deal-
er Practice combines Cross Insurance’s
property/casualty and employee benefits
divisions. The property/casualty side will
provide core property and garage cover-
age lines, professional liability, cyber,
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Willis, AlIG policy
for midmarket
auto-renews

Willis Group Holdings

P.L.C. and American Inter-

national Group Inc. have launched

an automatically renewing insur-

ance policy for middle-market buy-
ers in the United Kingdom.

The policy, called Evergreen,
covers major insurance classes
under a single contract with no
renewal date. It continues indefi-
nitely and has a six-month cancel-
lation clause, the companies said
in a joint statement, and regular
reviews will be undertaken “to
ensure the correct level of protec-
tion is maintained at all times,
complemented by risk manage-
ment support.”

Evergreen “provides all the ben-
efits of standard insurance but
removes the requirement for an
annual renewal,” Nicolas Aubert,
CEO of Willis GB, said in the state-
ment.

Evergreen “strengthens the rela-
tionship (clients have) with their
broker and insurer by embedding
the discipline of reviewing their
insurance and risk management
needs when change occurs and not
just for an annual renewal,” said
Jacqueline McNamee, U.K. manag-
ing director of AIG, in the state-
ment.

Middle-market buyers are
defined as clients that spend
between £200,000 and £1.5 million
($307,820 and $2.3 million) on insur-
ance, Willis and AIG said.

and other exposures, while the benefits
side will coordinate ancillary lines, work-
site coverage, retirement programs, busi-
ness continuity and perpetuation plan-
ning services, Cross Insurance, a sub-
sidiary of Cross Financial Corp., saidin a
statement.

The practice will be co-led by Michael
J. MecInnis Sr. and Scott S. Colford. Based
in Bangor, they will both serve as vice
presidents, according to the statement.

Hiscox adds comp
to entertainment cover

Specialty insurer Hiscox USA has
joined with MIS Insurance Services
L.L.C. to include workers compensation
in its entertainment policy.

Hiscox USA’s Hiscox One entertain-
ment insurance policy covers risk across

BUSINESS INSURANCE

all aspects of the entertainment business,
Hiscox USA said in a statement.

MIS Insurance Services will handle
back-office processing. This will enable
Hiscox to have more control over under-
writing decisions, according to the state-
ment.

“We view the entertainment business
as a huge growth opportunity for His-
cox,” Joanne Richardson, media and
entertainment practice leader at Hiscox
USA, said in the statement. “If there’s
even one coverage in our entertainment
policy that we don’t underwrite and con-
trol ourselves, we’re limiting the oppor-
tunities we can pursue. That’s the prob-
lem we were facing at the beginning of
this year with workers’ compensation,
and that’s why we decided to bring work-
ers comp in-house.”

Insurer, law firm offer
cyber cover for banks

Wholesale broker ABA Insurance Ser-
vices Inc. has teamed with law firm
Baker & Hostetler L.L.P. to offer a cyber
insurance product for banks that are
insured through ABAIS.

This service is to help banks prepare
for and prevent data security incidents,
Mayfield Heights, Ohio-based ABAIS
said in a statement.

ABAIS-insured banks will have access
to Cleveland-based Baker & Hostetler’s
team of incident response attorneys
through a hotline. A free one-hour con-
sultation will be provided to banks that
experience a data breach or suspected
data breach. Pre-breach consultations to
develop a privacy incident response plan
are also available, according to the state-
ment.

“ABA Insurance Services is excited to
provide our insureds access to Baker-
Hostetler’s incident response team,” Lisa
Micciche, product manager with ABA
Insurance Services, said in a statement.
“Banks are a high-value target for hack-
ers, and BakerHostetler’s expertise will
help banks mitigate that risk.”

Economic and political risk
evaluation service offered

Global risk consultancy Control Risks
Group Holdings Ltd. and independent
global advisory firm Oxford Economics
have launched an Economic and Political
Risk Evaluator service.

The Economic and Political Risk Eval-
uator provides customized political and
economic risk forecasting services, the
companies said in a joint statement.

Eleven variables that they found are
the most relevant for assessing political
and economic risk. They are sovereign
risk, exchange rate, trade credit, political
stability, ideology/policy, international
relations, business environment, operat-
ing cost, market demand, security envi-
ronment, and social cohesion, an Oxford
Economics spokesman said.

Control Risks and Oxford Economics
have developed a model to assess 164
countries, giving them an overall risk
score. Economists and political analysts,
assessed each country, the spokesman
said.

DEALS & MOVES

AssuredPantnens expands
with Nashville acquisition

AssuredPartners Inc. has acquired Nashville, Ten-
nessee-based insurance broker Bandy Van Cleave &
Williamson L.L.C.

Terms of deal were not disclosed.

Bandy Van Cleave & Williamson offers
property/casualty, group life, health and disability
insurance, pension plan and personal insurance cov-
erage and services to small-to-midsize businesses,
AssuredPartners said in a statement.

The staff will continue working from its Nashville
office, reporting to Bob Van Cleave and Chuck
Williamson, according to the statement.

NFP acquires specialty broken
in neal estate, construction

Insurance broker NFP Corp. said it has acquired
Insurance Management Associates, a commercial
property/casualty insurance broker offering special-
ty expertise in the real estate, construction, retail,
manufacturing and wholesale industries.

Terms of the deal were not disclosed.

IMA principals Scott Stegall and Lisa Levin-Stegall
will each assume the role of vice president of NFP
Property & Casualty and will report to Terrence Scali,
NFP Property & Casualty’s CEO, New York based
NFP said in a statement.

NFP Property & Casualty’s current Mount Laurel,
New Jersey, location will merge with IMA’s Voorhees,
New Jersey, office, and the combined operation will
provide additional resources for NFP’s existing bene-
fits firms in the Greater Philadelphia region, accord-
ing to the statement.

Ryan Specialty buys rival
wholesale brokerage

R-T Specialty L.L.C., the wholesale brokerage unit
of Ryan Specialty Group L.L.C., has acquired special-
ty wholesaler A.J. Renner & Associates from USI
Holdings Corp.

Terms of the transaction were not disclosed.

Chicago-based A.J. Renner was founded in 1985 as
an excess and surplus lines brokerage specializing in
life science, pharmaceutical and other health care
related companies, according to an R-T Specialty
statement.

Following the close of the transaction, the core of the
A.J. Renner life science team will join Chicago-based
R-T Specialty, the statement said.

According to Business Insurance’s latest directory
of insurance wholesalers, A.J. Renner reported gross
revenues of $4.3 million in 2014, off 17.7% from 2013.

Hub International acquirgs
West Goast brokens

Chicago-based insurance broker Hub International
Ltd. has acquired the assets of Yakima, Washington-
based EmSpring Corp. and Simi Valley, California-
based Arrow Insurance Service Inc.

Terms of neither acquisition were disclosed.

EmSpring is a provider of employee benefits solu-
tions and has locations in Yakima, Bellevue, and
Spokane, Washington. Arrow provides specialty retail
insurance and program administration for the pool
and spa service industry.
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unsafe operators out there that
are giving our industry a black
eye. It makes everyone adhere
to the hours of service, and you
will have less fatigued drivers
and that will make roads safer.”

An April 2014 study by the
Department of Transportation
and the Federal Motor Carrier
Safety Administration found
there were 11.7% fewer crashes
for trucks whose drivers used
electronic logs versus written
logs. The study examined 83,000
crashes from 2008-2012 processed
by the Virginia Tech Transporta-
tion Institute’s Center for Truck
and Bus Safety.

The study also found that
drivers using electronic logs had
53% fewer hours-of-service viola-
tions.

Electronic logs do affect safety,
said Rich Bleser, senior vice pres-
ident and fleet specialty practice
leader at Marsh Risk Consulting
in Milwaukee.

“It brings a lot more visibility to
what the driver is doing — the
when, where and how,” Mr.
Bleser said. “The ELD mandate is
estimated (by the Federal Motor
Carrier Administration) to affect
3 million vehicles and help pre-
vent, in their estimation, approx-
imately 20 fatalities, and close to
430 injuries each year for an safe-
ty benefit of $395 million.”

Federal agencies also have pro-
posed rules on excessive speed
and its role in an estimated 1,115
fatal truck crashes annually on
roads with speed limits of 55 mph
or more.

A proposal that was due to be
published in August but has been
delayed would require installing
and using what’s known as a
speed limiter or governor to cap
the maximum speed allowed for
commercial trucks.

“We are definitely proponents
of the speed limiter technology.
We think it makes the roads

f,

safer,” said Mike Gramm, Chica-
go-based head of trucking busi-
ness lines at XL Catlin. “In our
world, the excess liability world,
it’s not just the number of crash-
es, it’s the severity of them.”

“We have an opportunity to
measurably improve safety,” said
Sean Garney, director of safety
policy at American Trucking
Association. From crash studies,
speed is cited as the critical pre-
crash event 18% of the time, he
said. “To be able to reduce that
will without a doubt improve
safety.”

Mr. Bleser said there’s a prob-
lem, though.

“The challenge is that when you
limit the speed of truck and not
automobiles, that differentiation
poses a different set of hazards,”
he said, such as cars moving into
oncoming traffic to pass slower
trucks.

Scott Grenerth, regulatory
affairs director of the Grain Val-
ley, Missouri-based Owner-Oper-
ator Individual Drivers Associa-
tion, said he has seen how speed
limiters affect traffic during 13
years of driving a truck.

“Speed limiters cause the traffic
to just not flow. You’d be driving
along and there’s a truck only
allowed to go 55 mph and, in some
states, the speed limit is up to 75

7 “We are definitely proponents of the
speed limiter technology. We think
it makes the roads safen.”

Mike Gramm, XL Catlin

or 80. This is not an issue of safe-
ty; it’s a business model where
some companies can get the fuel
efficiency that they want to get,”
Mr. Grenerth said.

Overall, the rules are viewed as
steps in the right direction.

“The fatality rates on America’s
highways, when it comes to com-
mercial trucks, have been
improving consistently over the
last 40 years and our general
view is that America’s roads are
continuing to get safer on a per-
mile basis through a lot of things
like new technology, better
enforcement and better educa-
tion in equipping commercial
drivers. These are some of the
tools that help make America’s
roads safer,” Mr. Gramm said.

“Transportation as an industry
is going to continue to grow; prod-
ucts have to get where they need
to go. There really is a push in the
transportation industry of all
modes to be as safe as possible
and the reason that transporta-
tion has gotten safer is the push
from the insurance industry,” Mr.
Bojan said.

“The insurance industry has
vigorously requested that the
fleets that they insure implement
improved safety practices” and
even helped them achieve the
safety improvements, he said.

AGA

Continued from page 4

now has over 140 co-sponsors.

“That is a pretty sizeable group,”
said Gretchen Young, senior vice
president of health policy at the
ERISA Industry Committee in
Washington.

“There is truly bipartisan sup-
port for repeal,” added James
Klein, president of the American
Benefits Council in Washington.

But both Ms. Young and Mr.
Klein, as well as others, acknowl-
edge the chance of repeal is slim.

“We are realistic about the
chances. The Obama administra-
tion and some members (of
Congress) are opposed to repeal.
We do have our work cut out for
us,” Mr. Klein said.

One big challenge is convincing
lawmakers that the prime ratio-
nale for the tax — that the tax will
be a big revenue raiser and gener-
ate funds to help offset the govern-
ment’s cost in providing premium
subsidies to the lower-income
uninsured obtaining coverage in
public exchanges — is false.

“There is that belief that too
much revenue would be lost,” said
Allison Klausner, a principal with
Buck Consultants at Xerox in
Washington.

“While there is significant
momentum to repeal the tax, we
recognize that the congressional
agenda is crowded, with not a lot
of time,” said Steve Wojcik, vice
president of public policy for the
NBGH in Washington.

In addition, even if Congress
does repeal the excise tax, there
aren’t — at least not yet — enough
votes to overturn a near-certain
presidential veto, observers say.

Others say that while repeal of
the excise tax is a long shot, law-
makers may consider changes to
the excise tax. These could include
linking the health care plan cost
trigger to annual increases in
health care costs rather than to the
consumer price index, or modify-
ing the excise tax provision to

exclude employees’ pretax contri-
butions to health savings accounts
and flexible spending accounts.

Potential changes to those ACA
provisions “could get a thorough
congressional review” in the
months ahead, said Geoff
Manville, a principal with Mercer
L.L.C. in Washington.

On the other hand, congression-
al interest is lagging for another
ACA change sought by employers:
changing the law’s provision that
defines full-time employees as
those working an average of at
least 30 hours a week.

Employers and their congres-
sional backers want the definition
to be changed to define full-time
employees as those working an
average of 40 hours a week, reflect-
ing real-world employer practices.

That definition is important,
since employers not offering cov-
erage to at least 70% of their full-
time employees this year and 95%
in 2016 and succeeding years will
be hit with a penalty of $2,000 per
full-time employee, starting next
year. But congressional interest in
making such a change has lagged.

“There is very limited Democrat-
ic support in the Senate.
Democrats are holding the line
against passage, and I doubt that
President Obama would sign such
a major change” to the ACA, Mr.
Manville said.

On the regulatory side, employ-
ers expect the IRS to propose guid-
ance on the excise tax early next
year. Among issues that need clar-
ification are whether employer
costs in running on-site health
care clinics should be included as
a health plan cost for excise tax
calculation purposes.

On the other hand, regulators
have shown little interest in
releasing rules on an ACA provi-
sion that requires employers with
at least 200 employees to automat-
ically enroll employees in a group
plan in situations where employ-
ees don’t choose a plan.

“I'm not detecting much regula-
tory interest in that one,” Mr.
Manville said, referring to the
automatic enrollment provision.

EXTORTION
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keep up.

“Over the past five years, we've
gone from hobbyist hackers break-
ing into networks for notoriety to
an environment where organized
crime, both in Eastern Europe and
the U.S,, is aggressively monetiz-
ing their hacking,” said Brad Gow,
a New-York-based senior vice
president with Endurance Insur-
ance, a unit of Endurance Special-
ty Holdings Ltd. “That’s a dynam-
ic that has changed the game for
companies, as well as the insur-
ance carriers who are trying to
cover them.”

“We haven’t seen a lot of
instances like Ashley Madison
where they try to extort to not
release information. That was
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more prevalent five or even 10
years ago,” said Nick Economidis,
a technology underwriter at Lon-
don-based Beazley P.L.C. Today,
“it’s more targeting and theft of
credit card information rather
than to extort for money to not dis-
close business information,” or
“crypto locker” attacks where
hackers take control of a business
system and demand ransom to
unencrypt the data.

Gamelah Palagonia, New York-
based senior vice president and
cyber risk specialist at Willis
North America Inc.’s FINEX unit,
said the Ashley Madison case was
an unusual attack because of the
threat to shut the business down.

“Reports by security experts
indicate their data was already
posted to online forums before the
formal threat was made anyway.
If Ashley Madison had cyber cov-
erage, the policy trigger would be
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unauthorized access,” Ms. Palago-

nia said.

There are best practices compa-
nies can follow to mitigate the risk,
Mr. Gow said. They include being
vigilant about backing up data,
ensuring that servers and end-
points are updated regularly and
— most importantly — training
employees to use safe email prac-
tices and not browse the wrong
websites.

“A company can have the best
protection in the world, but if an
employee clicks on a bad link, the
system is compromised,” Mr. Gow
said.

Cyber insurance also is a way to
mitigate such risks, with more
insurers offering the coverage and
more companies buying it in the
wake of a series of high-profile
hacks in recent years.

“All businesses need (cyber) cov-
erage, because you don’t know

what’s going to happen in the
future. You can’t regulate the
criminal mind. All you can do is
secure your systems, train your
employees and have the proper
procedures and privacy policies in
place. Insurance is a great tool to
finance a cyber claim, but it
shouldn’t be your first line of
defense,” Ms. Palagonia said.

“We know (companies) have cer-
tain delicious data that is highly
valuable, such as law firms,
accounting firms — all those firms
that have other people’s data,
that’s all delicious data,” said Jody
Westby, CEO of Washington-
based consultant Global Cyber
Risk L.L.C. “If a company has deli-
cious data, they need to decide
what they would be willing to
pay.”

“If (a company’s) data gets post-
ed like the Ashley Madison
database was, then competitors

can use that data to lure customers
away or undercut them in price,”
Ms. Westby said.

“Hackers are smart, and they
will find a way into the system;
detecting hackers quickly is the
key,” said David Maimon, Balti-
more-based associate professor of
criminology and criminal justice at
University of Maryland. “It will
take some time for the hacker to
find what they are looking for. If
we can come up with a solution to
quickly detect and identify a hack-
er, then having a hacker is not a
problem.

“This should be the premise on
which all computer scientists,
cyber security professionals and
criminologists should work on. At
some point, you will have a hack-
er on the system no matter what
you do, but the question is how
soon you can respond to a hacker,”
Mr. Maimon said.
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recommended by an urgent care
physician. After six months of
pain, she saw Dr. Neuhofel, who
contracts X-rays for $25 from an X-
ray provider in the area, but
surgery was unable to fully repair
the fractured bone. “Had she found
the scaphoid fracture in the first
few weeks, a surgery would’ve
likely saved the bone and a life of
arthritis,” Dr. Neuhofel said in an
email

“It’s kind of a catch-22,” said
Dave Ratcliffe, Washington-based
principal in the health and produc-
tivity practice with Buck Consul-
tants at Xerox. “You’re reducing
utilization, which is a benefit, and
you're shifting costs to the employ-
ee,” but if employees don’t under-
stand their benefits and forgo nec-
essary care, that could “lead to
higher expenses later.”

The American Academy of Pedi-
atrics agrees. In a 2014 statement
in the journal Pediatrics, it said,
“HDHPs discourage use of nonpre-
ventive primary care and thus are
at odds with most recommenda-
tions for improving the organiza-
tion of health care.”

Mr. Ratcliffe said employees may
not understand that preventive
care, which includes a physical or
screenings for certain health con-
ditions, is fully covered. And even
if they do, preventive services
could lead to other, more expen-
sive care, he said.

On the flip side, HDHPs are
reducing costs: The Pricewater-
houseCoopers study said the per-
cent of consumers forgoing medi-
cal care reached 40% this year, up
from 29% in 2009.

“Generally, the reduction in the
use of health care services in high-
deductible health plans is concen-
trated in services that are some-
what lower value,” said Dr. Jeff
Levin-Scherz,  Boston-based

national co-leader of the health
management practice at Towers
Watson & Co. and an assistant pro-
fessor at Harvard Medical School.
“People wait an extra day before
they go to see a doctor for their
sinus infection, and ... they happen
to get better and they never get
care.” The patient’s “health isn’t
adversely impacted,” he said.

An analysis by Cigna Corp. pub-
lished Sept. 8 said there is little evi-
dence that consumer-directed
health plans adversely affect low-
income populations. And in a sep-
arate Cigna study, when compar-
ing the insurer’s CDHP members
with managed care plan members,
both showed the same or higher
compliance with 500 evidence-
based medical practices 96% of the
time, a Cigna spokesman said in an
email.

If high-deductible health plans
are implemented effectively, “we
could have less waste in our health
care system, and we could have
more empowered consumers,”

HEAR
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Visit Business
Insurance’s
multimedia Web
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Dave Ratcliffe, Washington-based
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discuss how HDHPs can be
structured so employees don’t
skimp on needed medical care
with Business Insurance Staff
Reporter Shelby Livingston.

said Ceci Connolly, Pricewater-
houseCoopers’ Boston-based man-
aging director of its Health
Research Institute.

But for the plan to work as
intended, employees need infor-
mation about their choices, how
the plan works and procedure
prices, she said. Otherwise, it
would be like buying a car “and
not being able to get information

about ... all of those elements you
want when you decide which one
you'’re going to buy.”

Transparency tools that help
workers shop around for the best
prices are one solution, she said.

Employers can also provide
incentives for employees to get
biometric screenings and health
risk assessments so they know
what health issues need to be
addressed, Buck Consultants’ Mr.
Ratcliffe said.

Another option is to take the
highest-value procedures and
exclude them from the deductible
so workers don’t skimp on neces-
sary care, Dr. Levin-Scherz said.
Employers can also contribute to a
health savings account upfront so
workers have the funds when they
need them.

“The important thing is to design
the insurance program ... as well
as the way of communicating it
such that we limit the chances that
people will forgo very valuable
care,” Dr. Levin-Scherz said.

HEALTH
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CEO of the AHA in Washington
D.C., was similarly critical of the
proposed mergers in his com-
ments to the committee.

“More consolidation would leave
consumers with fewer and, no
doubt, more expensive options for
coverage,” Mr. Pollack said during
last week’s hearing. “It would
diminish the insurers’ willingness
to be innovative partners with
providers and consumers to trans-
form care.”

Mr. Pollack’s written testimony
to the committee was particularly
critical of Anthem’s proposed $54
billion acquisition of Cigna, which
he said would reduce competition
“on a massive scale.”

“The Anthem/Cigna transaction
threatens to reduce competition in
at least 817 markets across the U.S.
serving 45 million consumers,” Mr.
Pollack said, citing the AHA’s find-
ings in a 33-page analysis of the
deal submitted to federal antitrust
regulators in August.

That analysis, Mr. Pollack said,
indicated that the threat to compe-
tition from Anthem’s proposed
purchase of Cigna would span
more than 100 cities and rural
counties.

The AHA issued a separate anal-
ysis of the proposed $37 billion
merger of Aetna and Humana
Sept. 1, warning that the deal
would create a single entity domi-
nating the Medicare Advantage
market in more than 1,038 counties
in 38 states.

The AMA and AHA analyses
were conducted according to the
Herfindahl-Hirschman Index, the
standard by which federal
antitrust regulators evaluate
resulting market concentration of
potential mergers.

“Claims of offsetting efficiencies
cannot ameliorate the competitive
harm from this deal,” Mr. Pollack

said in his written testimony.
“Insurers have a dismal track
record of passing any savings from
an acquisition on to consumers,
and there is no reason to believe
that this transaction would be any
different.”

Dan Durham, executive vice
president of the insurers’ advoca-
cy organization America’s Health
Insurance Plans in Washington
D.C,, said during the hearing that
large-scale mergers have indeed
harmed health care consumers,
though he was referring to ongo-
ing consolidation among hospitals
and physician groups.

“There is substantial evidence in
peer-reviewed research that
shows that a significant share of
health care cost increases are driv-
en by dominant providers charg-
ing higher prices,” Mr. Durham
said, citing a 2014 study published
in the Journal of the American
Medical Association that showed
per-patient cost increases of
between 10% and 20% after hospi-
tal or health system acquisitions of
physician groups.

Industry experts said the AMA
and AHA critiques of the proposed
mergers are hardly surprising,
given the extent to which the
resulting combined health insurers
would increase their leverage over
providers in pricing negotiations.

“They’re making it known that
it’s not just a political point, but
that there is legitimate economic
justification for true analytic con-
sideration of these mergers and
whether they’re ultimately good or
bad for the marketplace,” said Rob
Fuller, of counsel at Los Angeles-
based law firm Nelson Hardiman
LL.P.

“I certainly support the idea that
this is not going to be good for hos-
pitals and doctors,” Mr. Fuller said.
“Over time, I think insurance com-
panies are going to lose the need
for innovative solutions, and I
don’t think the insurance compa-
nies are going to pass any savings
on to consumers or employers.”

CONSOLIDATION CRUNCH

Analyses published by the American
Medical Association identified more than
150 cities and counties in which
consolidation among four of the nation’s
largest health insurers would diminish
competition. Using the Herfindahl-
Hirschman Index, the standard by which
federal antitrust regulators evaluate the
resulting market concentration of
potential mergers, the top 10 locations
where competition would be most
negatively affected by the proposed
mergers are:

RANK ANTHEM INC./CIGNA CORP.
1 Racine, Wisconsin

2 Milwaukee-Waukesha-West Allis,
Wisconsin

3 St. Joseph, Missouri-Kansas metro
area

Mansfield, Ohio
Oakland-Fremont-Hayward, California
Cleveland-Elyria-Mentor, Ohio

San Jose-Sunnyvale-Santa Clara,
California

Toledo, Ohio
Akron, Ohio

10 Clarksville, Tennessee-Kentucky
metro area

N o o b

O

RANK  AETNA INC./HUMANA INC.
1 Owenshoro, Kentucky
Bowling Green, Kentucky
Racine, Wisconsin
Kankakee-Bradley, Illinois

New Orleans-Metairie-Kenner,
Louisiana

6 Milwaukee-Waukesha-West Allis,
Wisconsin

7  McAllen-Edinburg-Mission, Texas
Brownsville-Harlingen, Texas
9 Johnson City, Tennessee
10 Lake Charles, Louisiana

[ OV I \N ]

Source: American Medical Association

Ed Kaplan, New York-based
senior vice president and national
health practice leader at The Segal
Group Inc., said past health insur-
er mergers have typically resulted
in some measure of pricing relief
for employers, particularly those
that self-insure their group health
plans.

“History and experience show us
that consolidation has forced the
pricing down, but it’s starting to
compress a little bit, and the ques-
tion becomes how much more does
the industry think it can get from
providers,” Mr. Kaplan said.

OKLAHOMA
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approved to opt out of the state’s
workers compensation system,
and the department is seeing
renewals of that coverage.

‘While the number of employers
choosing to provide alternative
coverage is consistent with
expectations, adoption has been
relatively slow due to drops in
workers compensation cost and
“litigation uncertainties,” said
Bill Minick, president of Dallas-
based Partnersource, an alterna-
tive workers comp consultant
unit of Arthur J. Gallagher Risk
Management Services Inc.

The reform law also moved the
state from a court-based adjudi-
cation system to an administra-
tive process and established the
Oklahoma Workers’ Compensa-
tion Commission, which has been
heavily criticized.

Violations of the state’s Open
Meeting Act and a lack of fund-
ing reportedly led the agency’s
executive director and two of its
three commissioners to resign in
recent months.

Former commissioner Troy
Wilson said in his resignation let-
ter to Oklahoma Gov. Mary
Fallin that he “had no idea how
difficult it was going to be to
stand up a new agency and that
it would involve so many con-
flicts and difficulties.” He noted
that “many mistakes were made
including under funding and our
acceptance of poor legal advice.”

And former commissioner
Denise Engle, who now is a risk
management consultant at
Arthur J. Gallagher & Co. in
Oklahoma City, said in an email
to Business Insurance that her
“primary goals as commissioner
were to help set up the new agen-
cy and establish permanent rules
to guide it. Once those goals were
met, it was time for me to return
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to the private sector.”

However, Ms. Engle told Busi-
ness Insurance in September
2014 that, “as with any new agen-
¢y, it is hard to determine exact-
ly what funds are needed to
begin and, although very thrifty,
it seems that we were a bit short
in budget allocation.”

Controversy surrounding the
Oklahoma Workers’ Compensa-
tion Commission and “issues
they had were largely motivated
by political issues and were nat-
ural to the formation of a new
regulatory entity,” Mr. Minick
said. “I haven’t heard anyone
suggest that the growing pains
and exceptionally litigious trial
bar in Oklahoma is deterring
other states from considering
workers compensation reforms
or approving options to workers
compensation.”

Despite the shakeup at the
commission and challenges to
the Employee Injury Benefit Act,
the National Council on Compen-
sation Insurance Inc. has filed for
a 14.8% reduction in workers
compensation loss cost rates
through the state system, to take
effect Jan. 1, 2016. It’s the third
consecutive rate cut filed by the
Boca Raton, Florida-based work-
ers comp ratings organization for
Oklahoma, following a 7.8%
decrease in 2015 and a 14.6%
decrease in 2014.

The decrease “really comes
down to the comprehensive
reform package,” Mr. Mills said,
adding that it likely won’t entice
employers who’ve opted out to
re-enter the workers comp sys-
tem.

“I've heard employers talk
about savings they’ve been able
to create (through alternative
coverage) while providing equal
and better service for their
employees who are injured, and
the numbers that they’ve provid-
ed have been much greater even
than this 14.8% decrease,” Mr.
Mills said.
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tude 3 or greater quakes a year. But that rate
has increased since 2013 and now averages
2% magnitude 3 or greater quakes per day.

“It’s an emerging issue,” said Steve Weis-
bart, chief economist and senior vice presi-
dent at the Insurance Information Institute
in New York. “There’s a lot of interest in it.”

To add to insurer concerns, the Oklahoma
Supreme Court ruled in June that a home-
owner may proceed with a damage claim in
state court, a procedural ruling in a case on
which lower courts have not yet weighed
the merits.

In Sandra Ladra v. New Dominion L.L.C.
et al., the Prague, Oklahoma, woman sued
following a 2011 magnitude 5 quake, which
she alleged caused part of a fireplace to col-
lapse and resulted in severe leg injuries. The
state high court rejected assertions that only
the Oklahoma Corporation Commission
could rule on the issue.

“District courts have exclusive jurisdiction
over private tort actions when regulated oil
and gas operations are at issue,” the court
wrote in its unanimous ruling. “Appellees
confuse the statutory grant of exclusive
jurisdiction to the (Oklahoma Corporation
Commission) to regulate oil and gas ... with
the jurisdiction to afford a remedy to those
whose common law rights have been
infringed by either the violation of these reg-
ulations or otherwise.”

The ruling opens the way for further liti-
gation.

AP PHOTO

Maintenance workers inspect a spire on Benedictine Hall at St. Gregory’s University in
Shawnee, Okla., which toppled after two earthquakes hit in less than 24 hours in 2011.

“We know now that affected landowners
— businesses, individuals — can file law-
suits in Oklahoma district court, which is
our court of general jurisdiction, and pro-
ceed ahead against these oil and gas compa-
nies,” said Gordon Amini, general counsel of
the Oklahoma Insurance Department in
Tulsa.

“This decision could have an impact on
commercial activities if insurers will now
have to defend these cases with the related
expenses, along with the potential for an
increase in indemnity settlement pay-

ments,” said Gerry Finley, Princeton, New
Jersey-based senior vice president of casu-
alty underwriting at Munich Reinsurance
America Inc.

Should the situation progress and trigger
claims, insurers are poised to exclude, limit
or write the coverage for the companies
extracting the gas and oil differently.

“I would assume that if, in fact, this became
a bigger problem and we started to see loss-
es coming out of it and underwriters start-
ing to pay claims, I think that’s when you
will see the underwriting community pay-

ing more attention to it and looking to man-
age that risk” by exclusion, sublimit or pric-
ing, said Duncan Ellis, U.S. property practice
leader at Marsh L.LC. in New York. “The
underwriting community wants to be able
to underwrite for any risks of loss that exist,
meaning understand what it is and price for
that risk accordingly.”

Should there be losses, “you would see
insurance companies at least try to under-
write it differently,” said Rick Miller, U.S
property practice leader at Aon Risk Solu-
tions in Boston. “If in fact there were a
decent amount of activity from earthquakes
that was deemed to be tied to this man-made
activity, I think underwriters would look at
that accordingly and will probably still offer
a product, but they will price for it.”

Some insurers already are changing cov-
erage related to man-made quakes.

“At this point, we are not aware of signifi-
cant activity in terms of revising liability
forms. We have seen some modest activity
regarding modification of earthquake cov-
erage offered under property policies,” said
Munich Re’s Mr. Finley, who declined to cite
specifics.

“This is still an emerging issue. We have
not seen wide use of restrictive policy lan-
guage because there are still a number of
markets that will provide coverage to the
hydrofracking segment without restric-
tion. However, some markets have chosen
to avoid risk with hydrofracking exposure
altogether and others have been selective
regarding the type of risk they’ll write,” said
Robert Shine, managing director of the lead-
ership council and director of Americas
underwriting, XL Catlin in New York.

Continued from page 6

date specific requests for addition-
al time off and be ready to demon-
strate that an injured worker’s
absence causes an undue hard-
ship.

Seemingly innocuous actions or
comments by an employer could
be grounds for a retaliation charge
from injured workers, particularly
if they suggest an adverse action
may be forthcoming, attorneys
said.

Without detailing specifics that
would violate confidentiality, Mr.
Taylor described a recent retalia-
tion claim that resulted in a verdict
of more than $100,000 for the
injured worker. The worker, who
initially refused to return to work
despite being assigned a light-duty
desk job, succeeded in part
because emails led the jury to con-
clude that the company was seek-
ing to fire a problematic employee,
he said.

In one email, a human resources
staffer directed a fellow employee
to track the days an injured work-
er did not call in or show up to pos-
sibly be used in a disciplinary case.
While employers should document
such absences and communica-
tions, mentioning potential disci-
pline helped create the impression
that the employer wanted to termi-
nate the employee, Mr. Taylor
said.

“We’ve all probably written
emails that are worse than this,”
Mr. Daly said.
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LLOYD'S

Continued from page 1

she said in a note to investors.
“Despite further pressure on ...
rates, the Lloyd’s sector repre-
sents a relatively attractive
investment opportunity right
now, in our view.”

Intense reinsurance competition
— particularly for property catas-
trophe business, where an abun-
dance of alternative capital has
helped push rates down — is one
potential driver for an uptick in
Lloyd’s M&As, said Dennis Sug-
rue, director and reinsurance sec-
tor specialist for the Europe, Mid-
dle East and Africa region at Stan-
dard & Poor’s Corp. in London.

Smaller reinsurers with a con-
centrated business mix are the
most likely candidates for M&A,
he said.

While fewer potential acquisi-
tion targets remain, some London
and Bermuda players are likely to
be open to mergers to diversify,
he said.

“Lloyd’s is a hugely attractive
platform” for insurance compa-
nies seeking to expand their inter-
national footprint, because it
offers access to global licenses
and highly rated underwriting
paper, among other things, said
Andrew Holderness, global head
of the corporate insurance group
at law firm Clyde & Co. L.L.P. in
London.

For the past five years or so,
there has been a great deal of
interest from insurers eager to
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gain a Lloyd’s presence, he said.
Setting up an operation at
Lloyd’s takes time and overcom-
ing several regulatory hurdles,
but buying an existing platform is
a quicker route to getting estab-
lished in the market, he said.
The number of potential
takeover targets, however, is get-
ting ever smaller, with just four
publicly traded vehicles that have
not been involved in M&As and “a
handful of private concerns that
might be interested in selling,”
said Mr. Holderness.
This scarcity of takeover targets
may drive up prices, he said.
Potential sellers may use
expressions of interest to drive up
the bidding, which could prompt
buyers to offer a high initial price
to avoid competitive bids, he said.
“So, who is next as the feeding
frenzy in nonlife continues?,” ana-
lyst Eamonn Flanagan, head of
the Liverpool, England, office of

Shore Capital Group Ltd., asked
in an investor note. “At this stage,
it would not be wise to rule any-
one out in our view.”

Dublin-based Beazley Group
P.L.C. “offers considerable diver-
sification benefits to a bidder and
terrific exposure to liability lines,”
while Hamilton, Bermuda-based
Hiscox Ltd. “remains the quality
play in Lloyd’s, with an excellent
retail offering in the United King-
dom, United States and Europe,”
he said.

Hamilton-based Lancashire
Holdings Ltd. “has superb units
inside Lloyd’s, outside Lloyd’s and
within the alternative capital
space,” Mr. Flanagan said.

London-based Novae Group
P.L.C. “is cheaper and smaller, but
doesn’t offer the scale or transfor-
mational nature of its peers. How-
ever, it is now a very tidy, well-
managed operation,” he said.

Insurers’ need to diversify “to

“Lloyd's is a hugely attractive
platform” for insurance
companies seeking to expand
thein international footprint,
hecause it offens access to
olobal licenses and highly rated
underwriting papen, among
other things.

Andrew Holderness,
Clyde & Co. L.L.P.

reduce reliance on reinsurance
lines of business” where pressure
is greatest is one potential M&A
driver, Ms. Lewandowski said.

“The Lloyd’s sector is particu-
larly attractive in this instance
with exposure to, and innovation
in, smaller, niche lines of busi-
ness,” she said. Lloyd’s players
often have expertise in specialty
lines such as kidnap and ransom,
fine art, equestrian and cyber cov-
erage.

Beazley’s and Hiscox’s special-
ized exposures, for example, “pro-
duce attractive returns on equity,
which should be attractive to
potential acquirers,” she said.

“Given the attractions of the
Lloyd’s sector, continued pres-
sure in reinsurance pricing and
the diversification that the spe-
cialist underwriting segments
bring, we believe no company can
be ruled out as a potential target,”
Ms. Lewandowski said.



REFUGEES

Continued from page 1

nies seeking to transport goods,
sources say.

The legal and moral imperative
to save lives in the Mediterranean
means shipowners must have pro-
cedures to help their crews deal
with emergencies, experts say.

Groupe Eurotunnel S.E., which
operates the rail and vehicle shut-
tle tunnel between France and the
United Kingdom, said it has spent
an extra €13 million ($14.5 million)
on security measures in the first
half of the year to deal with the
refugees.

More than 37,000 attempts
reportedly have been made by
refugees to breach the tunnel to
the United Kingdom.

According to the U.K. Freight
Transport Association, Operation
Stack — a joint initiative between
Kent police and the Port of Dover
where trucks are parked or
“stacked” on a freeway in south-
ern England to ease congestion at
the Port of Dover — cost U.K.
freight operators more than £21
million ($31.9 million) following its
implementation in July after
refuges stormed the channel tun-
nel entrance in Calais.

As well as the sometimes tragic
humanitarian issues, there are
very real risks for freight opera-
tors, said Peregrine Storrs-Fox,
risk management director at Lon-
don-based freight transport insur-
er TT Club.

Besides a potential loss of earn-

AVOIDING STOWAWAY COMPLICATIONS

Under the U.K. Immigration and Asylum Act 1999, anyone responsible
for transporting a clandestine entrant to the United Kingdom can be
fined. Shipping firms can avoid a fine if they can show that they were
not aware that an entrant was concealed in their vehicle and that an
effective system to prevent the carriage of clandestine entrants was in
place, among other things. Among actions transporters can take to
protect themselves, the U.K. Border Force advises that they watch their
vehicle being loaded, padlock all doors and make certain there has been

no tampering with security devices.

ings because of congestion and
delays at ports, there is a risk of
damage to goods and fines for ille-
gal transportation of immigrants if
refugees board trucks without
drivers’ knowledge, he said.

Driver safety also is at risk, he
said.

One way to avoid some risks is
for truckers to park facing south
rather than north to lessen the
likelihood that refugees will try to
get inside the trailer, Mr. Storrs-
Fox said.

Freight transporters should have
procedures to help drivers check
for unwanted passengers and
what to do if they do find them,
including contacting authorities,
he said.

Forensic firms can assess any

By Sarah Veysey

damage to goods, particularly per-
ishables, he said, but the ultimate
receiver of the goods may reject
the cargo, which could spark sig-
nificant costs and prompt insur-
ance claims, he said.

If a truck inadvertently trans-
ports an illegal immigrant, the
freight operator could be fined.
Such fines are insurable and can
be appealed, Mr. Storrs-Fox said,
adding that freight carriers should
demonstrate that the appropriate
steps were taken.

The crisis highlights the need for
companies to have sound risk
strategies, said Nick Miller, head
of fast moving consumer goods at
London-based supply chain con-
sultant Crimson & Co.

He said U.K. importers and

exporters should look to their U.S.
counterparts’ example during
recent strike-related disruptions
along on the West Coast and use
several ports. While this might
increase costs, it reduces the risk
of disruption and helps customer
loyalty.

Under the International Conven-
tion for the Safety of Life at Sea,
ships’ masters are obliged to help
ships in distress.

Many craft that have been used
to transport refugees across the
Mediterranean during the crisis
typically have been small, over-
loaded and unsuitable for such
passage, protection and indemnity
club Skuld said in an advisory to
members.

Shipowners operating in the area
should be prepared to assist in sea
rescues, Skuld said.

“It would be prudent for crews to
be briefed on the situation in
advance of entering the Mediter-
ranean and for procedures to be
discussed and implemented for the
eventuality that this type of situa-
tion will be encountered,” the
marine insurer said.

One step could be to have bottled
water, blankets and medical sup-
plies on board, it said. While this
may entail extra costs, it also like-
ly would reduce the risks of a res-
cue operation.

One source, who asked not to be
named, said the extra pressure of
coast guards in the current
refugee crisis has resulted in com-
mercial ships having to take
refugees aboard, resulting in cargo
damage and delays in delivering
the cargo.

SAFETY

Continued from page 6

individual, said Elizabeth Bille,
vice president and associate gen-
eral counsel at the Alexandria, Vir-
ginia-based Society for Human
Resource Management.

Mr. McDonald said in ADA cases
the courts “are generally indul-
gent toward employees with dis-
abilities, but most courts draw the
line where an employee becomes
violent, whether the violence is an
outgrowth of a disability, or not,
and so I think employers should
not be as afraid of a lawsuit as they
should be concerned about the
safety of their employees and their
clients and their customers.”

Employers should establish con-
duct standards for everyone
“regardless of whether that person
has a mental health issue or the
person is just having a bad day,”
said James S. Urban, a partner
with Jones Day in Pittsburgh.
“The EEOC would be fine with that
as long as it’s a uniformly enforced
policy.”

Actions employers could take
include requiring an employee to
take a medical leave of absence
until he’s cleared to return by a
mental health professional, said
Robin E. Shea, a partner at law
firm Constangy, Brooks, Smith &

EMPLOYERS OFTEN SHY AWAY
FROM GIVING NEGATIVE REFERENCES

workers can stem from the hiring process,

because former employers are reluctant to
provide more than basic information — dates of
employment, position and possibly salary — fear-
ing a defamation lawsuit.

Experts say 39 states grant immunity from lia-
bility for good-faith references about a former
employee, but that provides only a defense to lit-
igation and does not avoid it.

The Virginia TV station whose former employ-
ee Killed a reporter and cameraman before tak-
ing his own life was reportedly unaware of diffi-
culties previous employers reportedly had with
him. The station said in a statement, “As part of
WDBJ’s standard protocol his background check
resulted in positive references.” However, Mr.
Flanagan’s former news director at a Florida sta-
tion has reported he was terminated there after
he became “pretty confrontational.”

“We have a system that’s effectively broken” in
the current legal environment, said Gregg M.
Lemley, a shareholder at law firm Ogletree,
Deakins, Nash, Smoak & Stewart P.C. in St. Louis.

M any employers’ problems with troubled

“It’s a question of weighing the risk of getting
sued for defamation against what one might
believe is a moral responsibility to advise the
prospective employer that an employee might be
dangerous,” said Richard D. Tuschman, a part-
ner at Goodz & Tuschman P.L.L.C. in Plantation,
Florida.

One way to deal with this is to call a job appli-
cant’s former supervisor, said James J. McDon-
ald Jr., regional managing partner with law firm
Fisher & Phillips L.L.P. in Irvine, California.

“Many supervisors, if they have a great employ-
ee they were sorry to hear have leave, will give
a good reference,” he said. But if the employee
was a problem, they more likely will provide
dates of employment.

Former employers can also convey information
in subtle ways, such as “just a pause in a con-
versation, a deep breath or a question like, ‘Who
else are you considering for the position?”” Mr.
Tuschman said. “It sends a clear message to the
prospective employer that this perhaps it not the
employee they want to hire.”

By Judy Greenwald

Prophete L.L.P. in Winston-Salem,
North Carolina. Employers also
can refer the worker to the firm’s
employee assistance plan, if avail-
able, experts say.

But that still does not address sit-
uations that lack concrete evi-
dence, just an uneasy feeling about

an employee. “Once the employee
crosses the line into misconduct,
the employer is free to act on that,”
said Richard D. Tuschman, a part-
ner with Goodz & Tuschman p.L1Lc.
in Plantation, Florida.

“The difficulty lies where an
employee is suspected of having a

mental disability and the employ-
er’s concerned that the employee
may strike out and engage in vio-
lence, but the employee hasn’t
done anything yet, hasn’t made
any direct threats,” Mr. Tuschman
said. “I don’t know if there’s an
easy answer.”
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MILLENNIALS

Continued from page 6

industry by 2020. Millennials
already comprise 30% of the
national workforce, the same
percentage as the baby
boomers and a greater percent-
age than Generation X, which
is sandwiched between the two
larger cohorts.

“Providing an internship is
extremely important” in
attracting millennials to the
insurance industry, he said. But
any internship must involve
meaningful work opportunities
to attract the best and bright-
est, he said.

Millennials also want men-
tors, he said. They want to
work for companies with
strong values and work/life bal-
ance. If millennials don’t get
what they want from their jobs,
they find other jobs, he said.

(ffice culture is “veny
impontant.” Millennials don't
want to feel like an “8-to-b
prisone.”

Courtney Kerr, MarketScout

“The companies that win the
battle for talent will win the
battle,” he said.

A panel of millennial insur-
ance industry employees fol-
lowed Mr. England’s address
and discussed some questions
that have arisen about their
generation’s work habits. For
example, when asked if earbuds
should be worn at work, Allison
Warmuth, a health care team
leader with American Interna-
tional Group Inc. in Boston,
replied, “I go for both earbuds.”

She said she thinks there is a
perception that millennials
wear earbuds at work for enter-
tainment, but in reality it’s a
way to keep focus and get
things done, she said.

When asked about how to
recruit millennials to the insur-
ance industry, MarketScout
account executive and produc-
tion underwriter Courtney
Kerr, said that office culture is
“very important.” Millennials
don’t want to feel like an “8-to-
5 prisoner,” she said.

Insurers face a marketing
challenge in recruiting millen-
nials, said Ms. Warmuth. Insur-
ance is viewed as a “stodgy
industry,” she said.

Retention is also an issue.
“We want to be part of the
organization actually driving
the business,” said Brian Tuck-
er, an assistant vice president
in broker Roach Howard Smith
& Barton’s Fort Worth, Texas,
office.

Elizabeth White, president of
Atlanta-based Peachtree Spe-
cial Risk Brokers L.L.C., moder-
ated the panel discussion.

September 14, 2015 29



OFF BEAT :-

Fraud was So nice,
she tnied it twice

espite being on probation for insurance
D fraud, a former Los Angeles County

probation officer has been arrested for
trying to defraud another insurer.

In the original case, Robyn Palmer, 30,
was convicted in May 2014 of insurance
fraud, forgery and grand theft for illegally
collecting disability payments from Allstate
Insurance Co., the Los Angeles Times
reports citing the California Department of
Insurance. Ms. Palmer received five years’
probation and was ordered to pay about
$31,000.

Despite the ongoing Allstate charges and
subsequent probation, Ms. Palmer reportedly
managed to collect another $24,000 from
American Family Life Assurance Co. AFLAC
eventually called in state authorities, who
launched a second investigation that led to
Ms. Palmer’s arrest, the Times reported.

“Palmer’s nerve in allegedly collecting
disability benefits fraudulently while serving
probation for doing the same thing to
another insurer is egregious,” California
Insurance Commissioner Dave Jones said,
according to media reports.

Funeral home accused
of faking dleaths

othing, they say, is certain except death and
taxes. But a funeral home that allegedly falsely

reported the deaths of more than 100 people
is now facing a court battle with an insurer that
accuses it of fraud.

West Des Moines, Iowa-based Homesteaders Life
Co. last month filed a complaint against Gatens-
Harding Funeral Home Inc. and its owners, Chad R.
Harding and Billie J. Harding, according
to the West Virginia Record.
In the suit, filed in the U.S. District
Court Southern District of West

‘ Virginia, Homesteaders alleges that

the Poca, West Virginia-based funeral
home falsely reported the deaths of 111 people who

had signed up for pre-need funeral contracts and

collected almost $1 million from the insurer.

Under the alleged scheme, Homesteaders paid
commission to Chad Harding for customers with
the contracts.

Then, on the “death” of a customer, Home-
steaders would release funds to the funeral home.

According to the complaint, however, some 111 of
those customers had not died, and no funeral
service had been performed.
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GOLF TOURNAMENT S
GASH GIVEAWAY IN THE
WEEDS WITH INSURERS

golf tournament’s generous promotional giveaway has landed it in the
rough with its insurer. Billionaire resort owner Jim Justice had offered
cash prizes to spectators at the 18th hole if any golfer got a hole-in-
one there during the PGA’s July Greenbrier Classic at the Greenbrier
Resort in Sulphur Springs, West Virginia.

According to media reports, two golfers — George McNeill and Justin Thomas
— sank holes-in-one on the 18th at the Old White TPC course.

Mr. Justice paid out $18,900 in crisp, fresh bills (at $100 per person) to fans
for the first shot and $173,500 (at $500 per fan) for the second, plus the
tournament paid an additional $75,000 to charities of the golfers’ choice.

The tournament’s charity arm, Old White Charities, had purchased insurance
that covered such payouts, but underwriters were quick to grab the rule book
and look for penalty strokes.

According to media reports, the insurers have filed suit in U.S. District Court
in Beckley, West Virginia, claiming the charity didn’t pay its latest premium of
$106,470, which was due a day before the tournament began. If that fails, the
policy purportedly requires a bankable hole-in-one be a minimum of 170 yards,
while the underwriters argue the aces on the par-3 18th hole were hit from
only 137 yards.

As the dispute spills over to the 19th hole, both sides can express relief there
wasn’t a third hole-in-one: The payout would have been $1,000 per fan.

Business Insurance isn't all business all the time, and we know you're not either. So
visit www.businessinsurance.com for more Off Beat stories and monthly photo
galleries featuring the best of the weirdest news about insurance, fraud, liability
issues and related topics that make people and companies do funny, silly and
strange things.

Disahility payout
for Wi-Fi alleray

former French radio producer has been
Aawarded a disability grant from a court in

Toulouse, France, for her allergy to
electromagnetic radiation from common household
items including TV and radio transmitters,
microwave ovens and mobile phones.

Marine Richard is allowed to claim £580 ($893)
per month for three years, news reports said.

Ms. Richard believes she suffers from

electromagnetic hypersensitivity. Those who
are sensitive to electromagnetic fields
experience headaches, sleeplessness,
ear pain when using a mobile phone,
skin tingling and problems with
concentration and memory, which forces
them to avoid objects that emit radiation in the
home, according to scientists who have studied
people who believe they have the condition.

French courts have refused until last month to
pay disability allowances to individuals suffering
from the peculiar condition.

EHS sufferers in France have reportedly
established “radiation-free” colonies in the
countryside because people who are sensitive to
electromagnetic fields allegedly benefit from living
in remote areas. The 39-year-old Ms. Richards now
lives in a barn without electricity in a remote area
in the mountains of southwest France, according to
reports.

Her lawyer, Alice Terrasse, said the ruling set a
legal precedent for “thousands of people,” news
reports said.

Gyher fridge
l0ses its cool

onsumers who like their refrigerators to
keep food cold and display their Gmail
calendars should beware.

Samsung’s newest smart fridge lets users
link their Gmail calendars to a screen in the
door.

However, Pen Test Partners L.L.P., a U.K.-
based firm that detects flaws in computer
systems, says hackers can
steal a fridge owner’s
Gmail login by joining
that person’s Wi-Fi
network, The Register
reports.

The fridge says it
provides Secure Sockets
Layer, or SSL, encryption,
but it doesn’t check to
make sure the other
Y server has the right
certificate to obtain
encrypted data, according to media reports.

Samsung told media outlets that, “at
Samsung, we understand that our success
depends on consumers’ trust in us and the
products and services that we provide. We
are investigating this matter as quickly as
possible. Protecting our consumers’ privacy
is our top priority, and we work hard every
day to safeguard our valued Samsung users.”
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Network with star brokers
and celebrate their success.

The brokers recognized by the Business Insurance
40 Under 40 Broker Awards will play a key role in
defining the nature of the brokerage industry for
decades to come. These events attract not only the
honorees, but their inner circle, providing access to
key players in the brokerage community.

Thom Singer Pam Evanson
The Conference Catalyst Professional Busingss Coach
MNew York Keynote Speaker Chicago Keynote Speaker

sponsored by -

% Liberty Mutual.

INSURANCE

BI SIS REGISTER: www.businessinsurance.com/40U402015
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SUMMIT )

September 27-28, 2015

JW Marriott Union Square | San Francisco, CA

Cyber Risk
UP CLOS

Is your organization protected well enough against
cyber attacks? Law enforcement, security experts,
top risk insurers, even a former hacker have
gathered to help you build the best defense and
recovery plan. Hear from over 30+ influential
speakers who are battling cyber risk daily, including:

M.K. Palmore Jog Weiss
FEI Assistant Special Agent Mﬂ“#ﬂmﬂ Partner,
in Charge of the Applied Control
| San Francisco Division's Cyber Branch Solutions L.L.C.
Full agenda,speaker lineup &
SPONSORED BY

businessinsurance.com/cyberrisksummit )A’J I I

FREE REGISTRATION FOR RISK MANAGERS AND CIS0s
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Research & Data

Facts and figures from the latest research on
U.S. employee mental health benefits,
including sources of stress, strategies
employers use to deal with work-related
stress and employers’ motivation for dealing
with workplace stress

™ Page 22
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Mental health benefits
get their due

Employers are weaving mental health coverage
into existing benefits programs that target
physical well-being as they become more aware

of the mind-body connection.

A SUPPLEMENT TO BUSINESS INSURANCE AND PENSIONS & INVESTMENTS



Helping employees
is your passion.

INSURANCE

You have a responsibility to manage your company’s resources. It’s part of the job. At
the same time, you have a passion for taking care of your employees. It's part of
who you are. Backed by 70 years of helping businesses support their employees,
Liberty Mutual Insurance has a passion for protecting your people, with easy-to-
administer life, leave, and disability benefits tailored to your company. To learn
more, talk to your broker or consultant today about Liberty Mutual Insurance, or go to
libertymutualgroup.com/employeebenefits.
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Companies target
hearts and minds

Realizing that the mind and body go hand-
in-hand, many employers are weaving
mental health coverage into existing
benefits programs that target

physical well-being.
Page 4

Health Care

Though few companies have
incorporated medical tourism
into their benefits strategy,
domestic medical centers of
excellence are poised to change
that. Page 8

Questions
& Answers

Annette Guarisco Fildes,
president and CEO of
the ERISA Industry
Committee, discusses
many of the issues and effects of the health
care reform law as they relate to employers.
Page 20

Retirement &
Investment

Federal law mandates employers
run nondiscrimination tests on
their 401(k) plans, but firms can
avoid the hassle by instituting a
safe harbor program. Page 12
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Voluntary
Benefits

As more employers adapt
exchange platform software,
they are also using these tools to
help employees make better
benefits choices. Page 17

International Benefits

U.S. companies are adding wellness incentives
to their offerings for workers on assignment in
foreign countries. Page 21

Research & Data

Mental health coverage on the rise; employer
motivation to relieve work-related stress; top
four sources of employee stress Page 22

Holistic focus
Improves
health, profit

mployers are continuing on their
E journey to offer benefits packages

with a holistic focus to better meet
employee needs as well as the corporate
bottom line.

The effort, long associated with chronic
disease such as diabetes, has turned to
stigma-steeped mental health. The reason
is simple: Cost- and productivity-conscious
employers recognize that “you can'’t really
separate the mind from the body,” said
Clare Miller, director of the Partnership for
Workplace Mental Health, a program of the
American Psychiatric Foundation, in
Arlington, Virginia.

Caterpillar Inc., for one, understands this
well. “We don't present ‘health’ or
‘wellness’ information where (mental
health/substance abuse) topics aren’t
included,” said John Pompe, manager of
integrated health programs at the Peoria,
Illinois-based construction equipment
maker.

Programs to address workers’ psyches
include wellness rooms and yoga, along
with access to walking trails and employee
assistance programs.

Such ease of access is taking the
forefront with growing interactive options.
Growing benefits options are spawning
increasingly sophisticated decision-making

support tools, a crucial guide to help
employees navigate the open-enrollment
maze.

Based on demographics and other data,
the tools recommend benefits that best
suit employees’ needs and pocketbooks.

Going so far as to break out costs into
monthly premiums and out-of-pocket
expenses, they address need to make
benefit-shopping a “consumer-type
experience, just like you'd go to Amazon
and buy a book,” said Scot Marcotte,
Chicago-based director of talent and
human resource solutions with Buck
Consultants at Xerox.

Eleven percent of employers use
interactive benefit options now, a number
expected to hit 34% in the next three to
five years.

Retiree planning is not left out of this sea
change in development and delivery. Take
the safe-harbor 401(k). Authorized by
Congress in 1996, the investment vehicle
levels the playing field between high
earners, those making $120,000 or more
annually, and everyone else. In exchange,
employers forgo annual means testing of
their retirement plans. Some 30% of
employers have switched to such plans,
including Lockton Cos. L.L.C.

“We wanted to be leading-edge, while we
also wanted to be sure that associates had
adequate savings in a retirement plan, as
well as easing plan administration,”
Theresa Schnelle, vice president of human
resources operations, said in explaining
why the Kansas City, Missouri-based
insurance broker and consultant switched
from a traditional 401(k) setup.

This issue explores in depth these trends
and their ramifications, along with new
directions in medical tourism and
expatriate wellness.
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Benefits winning
war over stigma

INn mental health

BY KAREN PALLARITO

mployers are stepping up
efforts to connect employees
and their families to mental
health benefits/programs be-
cause they recognize that poor
mental health raises costs and impedes pro-
ductivity and safety in the workplace.

Cost- and productivity-conscious employ-
ers recognize that “you can’t really separate
the mind from the body,” said Clare Miller,
director of the Partnership for Workplace
Mental Health, a program of the American
Psychiatric Foundation, in Arlington,
Virginia.

Employers also are realizing that mental
health can affect physical well-being and
vice versa, so many are weaving mental
health into existing programs, said Ms.
Miller, whose organization collaborates with
employers to promote effective mental
health care.

This is increasingly important with the
shift to a service- and knowledge-based
economy. As reported in Business Insurance
from the Disability Management Employer
Coalition’s 2015 conference, a presentation
outlined the threat of common mental
health issues — depression, anxiety and
adjustment disorders — to knowledge-based
workers.

Citing a 2012 study in the Journal of the
American Medical Association, conference
speakers noted that depression will rank
first in total economic burden among all
high-income countries by 2030.

Employers are responding, stepping up
efforts to connect workers and their families
with mental and behavioral health benefits
and services.

Caterpillar Inc., for one, is creating a “total
employee well-being” strategy. John Pompe,
manager of integrated health programs at
the Peoria, Illinois-based construction equip-
ment maker, said it is working to ensure that
mental health and substance abuse “get
sufficient bandwidth” among other health
topics.

For instance, generic psychotropic medi-

U.S. spending on mental health

In U.S. billions

20.0%

Total mental health spending

% private insurance

$32.40
$6.48
I

1986

Private insurance mental health spending

22.5% 26.0%
$147.40
$69.20
$38.32
$15.57
1998 2009

Source: Pew Charitable Trusts and John D. and Catherine T. MacArthur Foundation

cations, those used to treat depression, anx-
iety and stress, are in the zero-copay tier of
the company’s pharmacy benefits plan. And
at large facilities, the company maintains
“wellness rooms” or “wellness walls” where
employees can grab a map of local walking
paths and a brochure on the employee assis-
tance program.

In 2016, six of the company’s 12 annual
wellness campaigns will be dedicated to
mental health, substance abuse or social
issues, and even physical health topics such
as managing diabetes will highlight mental
and behavioral aspects, Mr. Pompe said.

“We don’t present ‘health’ or ‘wellness’
information where (mental health/sub-
stance abuse) topics aren’t included,” Mr.

Pompe noted.

Health risk appraisals, for example, often
include questions about a person’s mental
status. Of 32 large employers responding to
a 2008 survey question about HRAs, all said
they routinely ask about mental health and
78% ask about mental status and substance
abuse, according to the National Business
Group on Health.

Aggregated, deidentified data help busi-
nesses and health plans deploy programs
targeting risks, such as stress and depres-
sion.

In disability and absence management,
mental health screening and referrals to
employee assistance programs are becom-
ing more prevalent. DMEC’s 2014 employer

26.0%

$238.40

$61.98

2020
(estimate)
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“Tell me how you
connect the dots
when someone has
(a Family and
Medical Leave Act)
event? How are you
connecting the dots
if it's a mental
health issue?”

Terri Rhodes,
Disability Management
Employer Coalition
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survey, for example, shows 32.9% screen for
psychological or psychosocial issues, up 3
points from 2012. Even if a worker is out on
a chronic back injury, addressing co-morbid
depression, for instance, may reduce costs
and speed an employee’s return to work,
studies suggest. That is because people who
suffer from chronic disease are more likely
to have depression, which can contribute to
work absences and presenteeism, says the
U.S. Centers for Disease Control and Pre-
vention.

More employers are looking to promote
strong mental health in the workplace and
prevent situations that trigger the need for
services, said Kathleen Mahieu, leader of
Aon Hewitt’s Behavioral Health Solutions
practice in Norwalk, Connecticut. They
offer the more traditional employee assis-
tance programs, but also meditation and
yoga, to help workers cope with daily life,
she said.

One in four U.S. employees experiences a
mental or substance abuse disorder, accord-
ing to the CDC. Alcohol abuse, depression
and anxiety are the most common such
diagnoses in the workforce, the CDC says.

Most large and midmarket employers
cover mental health and substance abuse
services through their health benefit plans.
Under federal parity legislation, those ben-
efits must be on par with employers’ medi-
cal coverage (see related story, page 7).

Many employers, especially those with
more than 1,000 workers, also offer employ-
ee assistance programs as a core benefit.
EAPs traditionally provide mental health-
and substance abuse-related services and
referrals, and many have expanded their
repertoire to include preventive services,
such as smoking cessation, relaxation tech-
niques and mindfulness meditation.

Yet too few employees seek help for men-
tal disorders, substance abuse and other
behavioral health conditions.

Based on interactions with employer
clients, Ms. Mahieu observes that 5% to 6%
of employees use mental health services
under their health benefits plans. By con-
trast, slightly more than 13% of adults in the
U.S. receive treatment for a mental health
problem, according to the Substance Abuse
and Mental Health Services Administration.

Paul Fronstin, director of the Employee
Benefit Research Institute’s Health
Research and Education Program, in Wash-
ington, said he would expect the percentage
of workers accessing those benefits to be
lower than for the general adult population
because employees tend to be healthier and
may be concerned about privacy or discrim-
ination.

Likewise, behavioral health experts say
users of EAP services as a percentage of
all employees often fails to exceed the sin-
gle digits — typically 3-4%, experts say. The
Employee Assistance Professional Associ-
ation does not calculate a national EAP uti-
lization rate due to large variations in pro-
grams based on employee populations and
other factors.

“You’re almost always comparing apples
to oranges,” said Marina London, a licensed
clinical social worker and EAPA’s manager
of Web services in Arlington, Virginia. It
makes more sense for companies to track
their own utilization over time, she said.
At Caterpillar, which combines onsite and
offsite EAP services, U.S. employee utiliza-
tion was 7.6% in 2014.

Mental illness and substance abuse costs
U.S. employers an estimated $80 billion to
$100 billion annually, including in produc-
tivity and employee absences, according to
the NGBH in 2005 data, the most recent
available.

The International Risk Management Insti-
tute Inc. in Dallas says the concept of
“behavioral risk management” — identify-
ing and addressing mental and behavioral

health problems that affect workplace costs
and productivity — has been around since
the mid-1990s. Author Rudy Yandrick’s
1996 book, “Behavioral Risk Management:
How to Avoid Preventable Losses from
Mental Health Problems in the Workplace,”
was among the first to advance the concept.

In 2006, DMEC began surveying members
on their use of behavioral risk management.
The number of employers including a
behavioral health component in their coor-
dinated disability/absence management
program has swelled to 60% in 2014 from
31% in 2006.

“We’ve come a long way in 10 years, but
we’re still not where we need to be,” said
Terri Rhodes, DMEC’s CEQ, in San Francis-
co. Employers recognize the toll of behav-
ioral health conditions in the workplace,
“but not many employers, I think, feel they
can impact it,” she said.

Employee suicides and events such as the
Germanwings crash in the French Alps in
March in which the co-pilot since was found
to suffer severe depression and downed the
plane, killing 150, also highlight safety con-
cerns stemming from untreated mental ill-
ness.

To boost participation in behavioral health
offerings, employers must overcome the
social stigma associated with having a men-
tal disorder and seeking treatment for it.
The percentage of employers who say the
perception of stigma by several measures
rose considerably in DMEC’s 2014 survey
from 2012. More than 24% of employers in
2014 say the stigma associated with having
a psychological or psychiatric problem has
increased, up from 7.6% in 2012. More than
25% agree that the stigma of using EAP ser-
vices has increased, up from 3% in 2012.

Another potential barrier is the lack of
coordination of mental health services
among vendors and between an employer’s
medical plan and its vendors. Fragmenta-
tion can frustrate efforts to ensure that
employees get timely case management ser-
vices and that employers receive data on
the number of cases being managed, as an
example.

Ms. Rhodes advises employers to dig
deeper into the integration question: “Tell
me how you connect the dots when some-
one has (a Family and Medical Leave Act)
event? How are you connecting the dots if
it’s a mental health issue?”

Engaging employees in mental health and
substance abuse services also remains a
huge challenge. That’s where technology
may come into play.

Minneapolis-based Ceridian HCM Inc.,
through its LifeWorks EAP, introduced a
video counseling program in July 2014. So
far, about 2% of the population needing clin-
ical counseling for issues such as stress,
depression and family relationship troubles,
has used the service.

Worker age is also a consideration for
employers. Video, texting and other tech-
nologies are considered crucial for connect-
ing with millennials. “That’s where we
should be heading,” Ms. London said.



Mental
health
coverage
struggles
for parity

the benefits landscape, putting

mental and behavioral health
coverage on par with medical/surgical
benefits — at least in theory.

It's up to employers to ensure that their
health plans are in compliance, but
examples of unequal benefits suggest that
gaps remain.

“Plans and employers are still responding
to the law,” said Clare Miller, director of
the Partnership for Workplace Mental
Health, a program of the American
Psychiatric Foundation, in Arlington,
Virginia.

Long-awaited final rules implementing
the Mental Health Parity and Addiction
Equity Act of 2008 were published in
November 2013. The rules took effect for
plan years beginning on or after July 1,
2014, affecting most employer-sponsored
benefits.

The latest parity law shored up and
expanded protections under a previous law,
the Mental Health Parity Act of 1996.

Gone are financial and treatment limits
affecting out-of-pocket costs and the
number of mental health days or visits
allowed under a plan. But many of the law’s
parity provisions aren't as cut and dried.

So-called “nonquantitative” treatment

F ederal parity legislation has altered

limits affect everything from managed care
protocols, such as step therapy and prior
authorization, to restrictions due to
geography, facility and provider specialty.

For example, under federal rules, an
employer health plan that precertifies all
inpatient admissions to a psychiatric facility
must also precertify all inpatient
admissions for medical/surgical conditions.

The American Psychiatric Association has
been fielding complaints from psychiatrists
who say they sit on the phone for hours to
obtain prior authorization for generic
medications.

“It's hard to imagine a scenario where
that would not be a violation of the parity
law,” Ms. Miller said.

While employers don’t need to be experts
on the law, they should familiarize
themselves with its requirements.
Employers should also consult their third-
party administrators or insurers about how
their health plans fulfill regulatory tests
under the law.

Milliman Inc. and the Partnership for
Workplace Mental Health have developed a
free guide to help employers navigate the
law’s intricacies.

Employers may download the guide at
www.workplacementalhealth.org.

By Karen Pallarito

MENTAL HEALTH PARITY
FINAL REGULATIONS

Requirement

Health plans must ensure that the financial
requirements and treatment limitations applied
to mental health and substance use disorders are
not more restrictive than those applied to
medical surgical benefits.

Plans required to comply

Self-funded and fully insured plans, with special
opt out rules for self-funded state and local
government plans and specific exemptions for
retiree-only plans and plans facing increased
costs.

The applicability of mental health parity
requirements has been significantly expanded as
a result of the Affordable Care Act rules
concerning essential health benefits, as well as
November 2013’s final rules.

Mental health coverage required

No, but if offered, mental health coverage should
follow the same rules as those applied to medical
coverage; they should not be more restrictive.

Federal vs. state regulation

The federal mental health parity regulation does
not supercede any state mental health mandates.
It allows states to continue to enforce any parity
requirement deemed stronger than federal law.

Source: U.S. Department of Labor
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Centers of excellence across
the country help employers offer
top quality care options

coupled with favorable pricing.

BY MATT DUNNING

mployers’ interest in offering

medical tourism coverage to

their employees has remained

steady in the past few years,

but relatively few companies
have incorporated it into health benefits
strategy.

Once the subject of considerable buzz in
the health benefits industry, global medical
tourism has largely failed to catch on with
the vast majority of employers, experts say.

Only 2% of employers polled in Chicago-
based benefits broker Aon Hewitt’s 2015
Health Care Survey reported that their
health benefit plans include coverage for
high-cost medical procedures performed in
foreign countries, down from 4% in 2012.

“Most employers have steered clear of
global tourism programs for a few reasons,
not the least of which being employees’
unwillingness to travel internationally,”
said Dr. Bruce Sherman, medical director of
population health management at Buck
Consultants at Xerox in Cleveland. “There’s
also the cost of administering the programs,
which might not be appreciably different
from the cost of domestic programs but are
comparatively higher given the low utiliza-
tion, as well as the liability issues tied to
patient complications following procedures
done outside of the U.S.”

Instead, experts said employers’ interests
are shifting toward domestic medical
tourism as a means of improving the quali-
ty and cost-efficiency of their employees’
health care, particularly as access to special-
ized medical centers of excellence becomes
more widely available.

Twenty-two percent of employers polled
in January by New York-based benefits con-
sultant Towers Watson & Co. offer coverage
for certain medical procedures performed in
national or regional centers of excellence,
and 16% plan to do so in 2016. Additionally,
37% of employers polled said they are con-
sidering adding the coverage by 2018.

“What’s happening is that health insurers
are broadening their use of centers of excel-
lence,” said Shari Davidson, vice president
of the National Business Group on Health.
“Each one of the health insurers has their
own set of criteria, process for review and
tracking methods for patient results. We're
also seeing a small but not insignificant
number of large employers contracting
directly with centers of excellence.”

The specific treatments and procedures
covered under most employer-sponsored
domestic medical tourism programs — as
well as the number of centers of excellence



TOP INTERNATIONAL DESTINATIONS FOR MEDICAL TOURISM

Estimated savings* Cities

40% St. John’s

40-50% .

(IVF) Bridgetown

20-30% Sao Paulo, Rio de Janeiro

30-70% San Jose

40-75%
(for restorative and
cosmetic procedures)

Gyor, Budapest

Online

crossroadsantigua.org

www.barbadosivf.com

www.pitanguy.com.br

www.mezadentalcare.com

www.villanyident.hu

www.wockhardthospitals.com

Country Treatment

Antigua Addiction and Recovery
Barbados Fertility/in-vitro fertilization
Brazil Cosmetic surgery

Costa Rica Dentistry

Hungary Dentistry

India Orthopedics, cardiology
Israel Fertility/IVF

Malaysia Health screenings
Mexico Dentistry, Bariatrics
Singapore Cancer

South Africa Cosmetic surgery, cardiology

Thailand Medical, sex reassignment

Turkey Vision

* When compared to similar treatment in the United States

Source: Patients Beyond Borders

in a given network — vary to some
extent depending on an employer’s insur-
er or network provider, as do the types
of health plans they offer employees
and their historical medical claims expe-
rience.

The most common procedures for
which employees can be directed to a
medical center of excellence include
organ and tissue transplants, joint
replacement surgery, cancer treatment
and major cardiovascular procedures —
the average cost of which can vary by
as much as $100,000 from one state to
another.

50-85% New Delhi,
(for restorative and Mumbai,
cosmetic procedures) Bangalore
30-50% Jerusalem,
(IVF) Tel Aviv
70% Kuala Lumpur,
(full health screening) Penang
Monterrey,

30-60% (dentistry)

40-70% (bariatrics) Tijuana, Juarez,

Puerto Vallarta

30-40% Singapore
Cape Town
07 ’
40% Johannesburg
40-75% Bangkok, Phuket

40-50% (Lasik) Istanbul

To date, experts said adoption of
domestic medical tourism has been lim-
ited mainly to larger employers, mainly
due to the volume of patients needed to
satisfy the hospital systems, specialty
clinics and other health care providers
designated as centers of excellence by
insurers and third-party network ven-
dors.

Olivia Ross, associate director of the
San Francisco-based Pacific Business
Group on Health, said the group’s
Employers Centers of Excellence Net-
work is open to employers of all sizes,
“pbut with the caveat that we would do

eng.sheba.co.il/Sheba_Hospitals

www.princecourt.com

www.monterreyhealthcarecity.com

www.hopkinsmedicine.org/singapore

www.surgeon-and-safari.co.za

www.bumrungrad.com/
pai.co.th

worldeyelasik.com

an ROI assessment with the employer
ahead of time.”

“A lot of it depends on how strong their
benefits steerage is going to be,” Ms. Ross
said. “Right now, you still have to have
right around 5,000 covered lives in order
for the value proposition to be there.
That’s coming down, but it’s the reason
we don’t have smaller employers using
the ECEN program.”

Aside from the prospective increase in
patient volume and the general prestige
that comes with the designation, most
medical providers that contract with
insurers or intermediaries as centers of

Centers of
Excellence
in 2016

Many large employers will include
medical centers of excellence for
certain high-cost procedures in their
health care provider networks in 2016,
but only some will use incentives to
drive utilization.

Transplants
Will offer with incentives 16%
Will offer without incentives  50%
Will not offer, but considering 15%
Will not offer 29%

Bariatric surgery
Will offer with incentives 12%
Will offer without incentives  39%
Will not offer, but considering 19%
Will not offer 30%

Knee, hip or spine surgery
Will offer with incentives 18%
Will offer without incentives  19%
Will not offer, but considering 31%
Will not offer 32%

Cardiac/cardiovascular
procedures

Will offer with incentives 9%
Will offer without incentives  22%
Will not offer, but considering 30%
Will not offer 39%

Cancer treatment
Will offer with incentives 3%
Will offer without incentives  26%
Will not offer, but considering 31%
Will not offer 40%

Fertility treatment
Will offer with incentives 6%
Will offer without incentives  11%
Will not offer, but considering 22%
Will not offer 61%

Other procedures
Will offer with incentives 2%
Will offer without incentives 1%
Will not offer, but considering 11%
Will not offer 84%

Source: National Business Group on Health
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MEDICAL PROCEDURES COMPARATIVE COSTS
As of April 2014

Procedure U.S. cost* Costa Rica India Malaysia Mexico Singapore South Korea Taiwan Thailand
Average savings
when compared 45 to 65% 65 to 90% 60 to 80% 40 to 60% 25 to 40% 30 to 45% 40 to 65% 50 to 75%
with U.S.
Coronary artery
bypass graft $88,000 $31,500 $14,400 $20,800 $37,800 $54,500 $29,000 $21,000 $23,000
Heart valve
replacement, bypass $85,000 $29,000 $11,900 $18,500 $34,000 $49,000 $33,000 $18,000 $22,000
Hip replacement $33,000 $14,500 $8,000 $12,500 $11,500 $21,400 $15,500 $10,500 $16,500
Knee replacement $34,000 $9,500 $7,500 $12,500 $12,800 $19,200 $15,000 $12,000 $11,500
Spinal fusion $41,000 $17,000 $9,500 $17,900 $22,500 $27,800 $18,000 $18,000 $16,000
In-vitro fertilization
cycle, no medication $15,000 NA $3,300 $7,200 $7,800 $9,450 $7,500 $4,800 $6,500
Gastric bypass $18,000 $11,200 $6,800 $8,200 $13,800 $13,500 $12,500 $13,000 $12,000
4"mp‘f)rr‘it dg‘;rce‘a'” $23,000 $9,500 $7,200 7,800 $8,500 $12,000 $10,500 $9,500 $10,500
Implant-supported
dentures (upper $10,500 $4,400 $3,500 $3,800 $4,200 $6,400 $5,800 $4,600 $3,900
and lower)
Full facelift $12,500 $4,500 $3,500 $5,500 $5,250 $8,750 $5,900 $5,600 $5,300
Rhinoplasty $6,200 $3,400 $2,800 $3,600 $2,800 $4,750 $4,700 $3,500 $4,300

*U.S. costs vary based on location, materials and equipment used and patient individual requirements/needs. Figures are published averages and reflect more common incidence of cost. All figures are in U.S. dollars.

Non-U.S. estimates include all treatment related costs but exclude travel and accommodation. Figures are averages and reflect more common incidence of cost. All figures are in U.S. dollars.

Source: Patients Beyond Borders

excellence do so for the relative stability
and ease with which they’re compensat-
ed for the care they provide, experts said.

In exchange for lower prices than would
be available through traditional provider
networks, insurers and third-party net-
work vendors generally agree to pay
medical facilities designated as centers of
excellence a bundled, upfront sum for pro-
cedures performed in a given plan year.

Experts said that though reducing
health care costs is often employers’ pri-
mary motivation for exploring the addi-
tion of out-of-state centers of excellence
to their benefit plans, their decisions to
add them is usually driven by a desire to
improve the quality of care available to
their employees.

Typically, domestic medical tourism
benefits are voluntary, with employees
free to decide whether to use a regional
or national center of excellence rather
than their local in-network health care
provider.

However, experts said some employers
are beginning to use financial incentives
such as cost-sharing exemptions and
travel expense coverage to drive higher
utilization.

Nearly half of the firms that indicated
they’re planning to offer coverage for
knee, hip and spinal surgeries through
centers of excellence said they also plan
to attach some type of incentive to it,
according to a survey of large employers
conducted in May and June by the

National Business Group on Health.

Other employers are even more
assertive. According to Aon Hewitt’s 2015
Health Care Survey, 12% of employers
have narrowed their benefit plan’s cov-
erage for certain high-cost procedures to
include only centers of excellence, and
another 48% are considering doing so
within the next 3-5 years.

“We believe employers should be
requiring the use of centers of excellence
for some procedures, such as transplants
and bariatric surgery,” said Sue Willette,
a Minneapolis-based senior vice presi-
dent and health care strategist at Aon
Hewitt. “It’s more about the long-term
quality of care than it is about reduced
pricing.”
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“IWe believe employers

should be requiring the

use of centers of
excellence for some
procedures, such as

transplants and bariatric

surgery.”

Sue Willette, Aon Hewitt
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Retirement & Investment

Thousands of employers have launched 401(k) plans with a safe harbor

design or converted traditional plans into safe harbor plans since

Congress authorized them under a 1996 law.
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BY JERRY GEISEL

or Lockton Cos. L.L.C., the

appeal of moving to a 401(k)

safe harbor plan design —

which exempts employers

from running federal tests to
prove that their retirement plans don’t
favor higher-paid employees — was
obvious.

“We wanted to be leading edge, while
we also wanted to be sure that associates
had adequate savings in a retirement
plan, as well as easing plan administra-
tion,” said Theresa Schnelle, vice presi-
dent of human resources operations at
the Kansas City, Missouri-based insur-
ance broker and consultant, which
adopted the design about a decade ago
for its then-nearly 2,000 employees.

Lockton is not alone. Thousands of
employers — from corporate giants to
professional firms with just a handful of
employees — have launched 401(k) plans
with a safe harbor design or converted
traditional 401(k) plans into safe harbor
plans since Congress authorized them
under a 1996 law. The Internal Revenue
Service issued implementation rules a
few years later.

Though the exact number of 401(k)
plans with safe harbor designs isn’t
known, surveys have found that at least
30% of 401(k) plans use a safe harbor
design, which is more expensive than a
traditional 401(k) because the employer
has to contribute to it even if the employ-
ee does not.

If a plan meets the safe harbor criteria
set by Congress in 1996 or in a 2006 law
covering 401(k) plans with an automatic
enrollment feature, it is considered to be
nondiscriminatory, eliminating the need
for federal tests to make sure the plans

don’t favor highly compensated employ-
ees — those being paid at least $120,000
ayear.

Under two widely used safe harbor
designs, employers contribute to the
401(k) an amount equal to at least 3% of
compensation for each eligible non-high-
ly compensated employee; or match
100% of employees’ deferrals, up to at
least the first 3% of compensation, and
50% of employees’ contributions up to the
next 2% of compensation.

Those and other safe harbor plans,
with or without automatic enrollment,
exempt employers from running nondis-
crimination tests on their 401(k) plans.

Those tests determine whether contri-
butions of highly paid employees exceed
those of lower-paid employees by statu-
torily set amounts. Flunking the tests
means employers have to return so-
called excess contributions to highly
compensated employees.

Eliminating that prospect is the driving
force behind employer adoption of 401(k)
safe harbor plan designs, experts say.

“The last thing employers want to do is
return retirement money,” said Sam
Henson, director of legislative and regu-
latory affairs with Lockton Retirement
Services in Kansas City, Missouri.

Doing that “is bad for morale. It means
that higher-paid employees are getting
less of a benefit than they counted on,”
added Jack Abraham, a principal with
PricewaterhouseCoopers L.L.P. in Chica-
go, that benefit being less taxable income
and more savings for retirement.

“That does not go down well” with
them, said Rob Austin, director of retire-
ment research in the Charlotte, North
Carolina, office of Aon Hewitt.

It also helps corporate plan administra-
tors avoid such delicate situations as

“We wanted to be leading edge, while we also
wanted to be sure that associates had adequate
savings in a retirement plan, as well as easing
plan administration.”

Theresa Schnelle, Lockton Cos.

SAFE HARBOR DESIGNS

Under two widely used safe harbor
designs, employers contribute to the
401(k) an amount equal to at least
3% of compensation for each eligible

non-highly compensated employee . .

. or match 100% of
employees’ deferrals, up
to at least the first 3% of
compensation, and 50% of

employees’ contributions
up to the next 2% of
o compensation.

“The last thing employers want to do is return
retirement money.”

Sam Henson, Lockton Retirement Services
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The 401(k) safe harbor approach

The percentage of employers using safe harbors, which eliminate the need to run nondiscrimination tests on their 401(k) plans, has risen
gradually in recent years.

having to notify top executives that a
portion of their 401(k) plan contribu-
tions will be returned.

“How would you like to have to go to
the corporate CEO and say, ‘You are
going to have some of your 401(k)
plan contributions returned, and your
taxes will be higher?’” said Cynthia
Zaleta, a principal with Buck Consul-
tants at Xerox in Atlanta.

Depending on the timing, returned
funds can force those employees to
file amended tax returns.

“You avoid the hassle factor” with
safe harbor 401(k) plans, said Julie
Pelletier, a retirement plans solutions
consultant with First Allied Retire-
ment Services Inc. in Walnut Creek,
California.

But adopting a 401(k) safe harbor
plan design will, in most cases,
increase employers’ costs, because
the designs typically are much more
generous than previous plans.

For example, under one widely uti-
lized non-safe harbor design, employ-
ers will match 50% of employees’
salary deferrals, up to the first 6% of
pay.

Employers adopting a popular safe
harbor plan design are required to
contribute an amount equal to 3% of
employees’ pay, even for employees
who don’t contribute anything to the
plan.

Those mandated employer contribu-
tions are more than many employers
want or can afford to contribute.

“For some employers, opting for a
safe harbor design can be very expen-
sive,” said Michael Weddell, a senior
consultant with Towers Watson & Co.
in Southfield, Michigan.

Adopting a safe harbor plan “can
mean higher employer contribu-
tions,” added Amy Reynolds, a part-
ner in the Richmond, Virginia office of
Mercer L.L.C.

2007

Source: Aon Hewitt

% using safe harbors

29& 31& 34&

2009

2015

i
o |

401(k) safe harbor plans skirt
annual federal fairness tests

running annual federal nondiscrimination tests on
their 401(k) plans.

Those tests, laid down by a 1986 tax law, are used to
determine that salary deferrals made by employees
making at least $120,000 in 2015 don’t exceed — by
amounts set by federal law — deferrals by rank-and-file
employees.

Besides having to return excess contributions by highly
compensated employees if their plans fail the tests,
employers can eliminate the whole hassle if their plans

E mployers have a way to escape the hassle of
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qualify for one of several 401(k) safe harbor designs.

Those designs were set by a 1996 law and took effect
in 1999.

In one widely utilized safe harbor, an employer must
match 100% of employees’ deferrals, up to the first 3%
of pay and 50% of deferrals on the next 2% of pay.

In another, an employer must automatically contribute
to employees’ 401(k) accounts an amount equal to 3% of
pay.

Regardless of which safe harbor is selected, employees
must be immediately vested in employer contributions.

If all the conditions are met, the plans are
automatically considered nondiscriminatory, eliminating
the need for the tests.

Then, as part of 2006 legislation that tightened
defined benefit pension plan funding rules, lawmakers
added new safe harbors for employees automatically
enrolled in 401(k) plans, unless they object and opt out.

To qualify for one, employers offering automatic
enrollment have to fully match employees’ salary
deferrals on the first 1% of pay and then match 50% of
deferrals on the next 5% of pay. Under the other,
employers have to contribute an amount equal to 3% of
employees’ pay. In addition, employees participating in
automatic enrollment plans have to defer, at a minimum,
3% of pay for up to the first two years, with the deferral
requirement rising by 1 percentage point annually until
hitting 6%.

By Jerry Geisel
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Voluntary Benefits

BY SHELBY LIVINGSTON

s employers continue to shift

workers to consumer-direct-

ed health plans and private

exchanges, more are offering

technology-based decision
support tools to help employees build and
utilize a tailored benefits package.

Selecting benefits traditionally has been
confusing, but decision support tools aim to
make it easier for workers to make an
informed and accurate choice, experts say.

“Decision support always comes down to,
‘how can we help that individual get to the
best mix of plans or programs that are right
for their needs?’ ” said Scot Marcotte, Chica-
go-based director of talent and human
resource solutions with Buck Consultants at
Xerox. “We try to draw on what we know
about the individual already, and then help
tailor the options with the decision support.”

Decision-support tools often combine
employee-specific demographic data, such
as age and location, with personal prefer-
ences to produce a customized benefits
package, including health plan and volun-
tary benefits.

Employers provide the demographic data
and their employees’ past usage of medical
benefits, if available, and employees answer
questions online about their lifestyle and
plan preferences, such as if they smoke or
how many prescriptions they fill each
month. Some decision support providers
include national claims data as well.

The tools then use algorithms to recom-
mend the plan and benefits that best suit the
employee’s needs and break out the cost,
including monthly premiums and out-of-
pocket expenses.

Though decision support tools have been
used for years on benefits administration
platforms, they are becoming crucial as ben-
efits choices grow, experts say.

The advent of private exchanges with their
wide options has created a need to make
benefit-shopping a “consumer-type experi-
ence, just like you’d go to Amazon and buy
a book,” Mr. Marcotte said.

And as employers move toward private
exchanges, the greater choice can increase
confusion among employees, said Shandon
Fowler, Charleston, South Carolina-based
director of product management for market-
places with technology provider Benefitfo-
Though decision support technology has cus Inc. Including decision support tools in

the enrollment process may increase under-
standing and effectiveness of the benefits
L . offered, he said.

been around for years, it is growing more According to Aon Hewitt’s 2015 Health
Care Survey, conducted from November
2014 to January, 11% of employers reported
.. . . they were increasing their health plan
sophisticated — and crucial — as benefits options coupled with decision support tools.
Four percent of employers said they
planned to in 2015, and 39% planned to in the

next three to five years.
become more complex. Only 3% of employers offered benefits
through a private exchange this year, and
22% plan to in three to five years, according

to the same survey.
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Voluntary Benefits

DECISION TIME

The number of employers
adding decision support
tools to increased
health plan options

»
1%

CURRENT

|
%

PLAN TO OFFERIN 2015

d9%

NEXT THREE TO FIVE YEARS

Source: Mercer L.L.C.

18 FALL 2015 CRAIN’S Benefits Outlook

Decision-making tools
available on private exchanges

Exchange

Aon P.L.C.

Array Health Solutions Inc.

Bloom Health Ltd.

bswift L.L.C.

ConnectedHealth

Connecture Inc.

Liazon Benefits Inc. Bright Choices

Mercer L.L.C.

Towers Watson & Co. One Exchange

Source: Company websites

“If you put 150 health plans in front of
a person, they’re going to have no idea
what is the right plan for themselves,”
Mr. Fowler said. In a “complex decision
environment” decision support tools
are a must, he said.

But even with a handful of plans,
“research shows that generally speak-
ing, people have no idea which plan is
going to be better for their needs with
the information that has traditionally
been provided to them,” he said.

Decision support tools also have a
holistic focus, helping workers include
voluntary benefits as well as a medical
package.

The real issue now is “how you con-
sider the other products that you need
... to have a complete picture of a finan-
cially secure and healthy family,” said
Vinay Gidwaney, Boston-based co-
founder and chief product officer of
benefits technology provider Maxwell
Health.

“It’s really more of a holistic look,
rather than saying, ‘Let’s look at what
medical plan this person should be
enrolled in. Then let’s go look at the
dental plan.” Making each of those elec-
tions separately doesn’t end up with
oftentimes the optimal elections for the
employee,” said Rae Shanahan, execu-
tive vice president with technology
provider Businessolver Inc. in Des
Moines, Iowa.

Instead, using the demographic data
and employee preferences, decision
support tools help fill the gaps in med-

Tools for decision-making

Three types: plan comparison, network coverage, need help

Smart fit (plan selection tool)

Bloom health adviser (via phone or email)

Ask Emma (decision support system)

Recommendation engine (proprietary decision-making system)

Three types: plan comparison, network mapping, out-of-pocket calculator

Modeling tool: Health expenditure scenarios

Online decision support tool

Online decision support, benefits advisers (phone/email)

ical coverage or supplement the
employee’s plan with extra benefits to
accommodate his or her lifestyle.

For example, Willis’ exchange plat-
form, Willis Advantage, might recom-
mend a high-deductible health plan to
a low-risk, healthy 27-year-old who
would need protection in the event of a
catastrophe, said Rob Harkins, Boston-
based practice leader for private
exchanges with Willis North America
Inc.

If that individual told the decision
support software he hikes or runs
often, the tool may also recommend an
accident benefit in addition to the high-
deductible plan, he said.

Maxwell Health’s decision support
tool may even recommend a meal deliv-
ery service, a subscription babysitting
service or a fitness device, depending
on the employee’s demographic and
what the employer chooses to offer.

Decision support tools help employ-
ees make the best use of their benefits,
but they also relieve employers of
many administrative duties, Mr.
Harkins said.

Large companies often have to “staff
up” during open enrollment to answer
workers’ benefits questions, a process
that can be time consuming and labori-
ous, he said. Decision support reduces
that need, he said.

And experts say decision support
gives employees a more accurate and
personalized recommendation for ben-
efits than a benefits manager or human

resources team can.

“It’s very atypical for a person at a
benefits fair table to sit with someone
and even have the resources to make
a projection on their out-of-pocket
expenses on half a dozen plans,” said
Don Garlitz, Salt Lake City-based
senior vice president with benefits
technology provider bswift L.L.C.

White Plains, New York-based yogurt
and dairy product maker Danone North
American Cos. is rolling out the Bene-
fitfocus decision support tool for
November’s open enrollment. Typical-
ly, a two-person benefit team fields
Danone employees’ questions, but the
team often must provide “very broad
and fairly generic” examples of how
certain health plans work, said Tracy
Beane, health and benefits manager
with Danone.

The decision support tool will help
employees make a “personal decision
that’s more targeted on how they use
a plan,” rather than based on imperson-
al examples, Ms. Beane said.

Though decision support is “not a per-
fect science” now, “there’s a lot of
development going on across the indus-
try ... to make for a more appropriate
and elegant process as well as a recom-
mendation,” Mr. Harkins said.

And developers are getting creative.
The next generation of tools may offer
voice interaction, like the iPhone’s Siri,
Mr. Marcotte said. “We’re seeing more
of that possibility coming to play prob-
ably over the next year or two.”



CRAIN’S

Benefits
Outlook

Publisher:
Frank Quigley (Chicago)

Editor:

Gavin Souter (Chicago)
Editor-at-Large:
Jerry Geisel (Washington)
Managing Editor:

Mary Jane Grandinetti (Chicago)
Assistant Managing Editors:
Charmain Benton (Chicago);
Aranya Tomseth (Chicago)
ArtEditor:

William Murphy (Chicago)
Senior Editors:

Gloria Gonzalez (Washington);
Judy Greenwald (San Jose);
Mark A. Hofmann (Washington);
Sarah Veysey (London)
Associate Editors:

Matt Dunning (New York);
Stephanie Goldberg (Chicago);
Sheena Harrison (Chicago);
Matthew Lerner (New York)
Staff Reporters:
Shelby Livingston (Chicago);
Donna Mahoney (Chicago)
Copy Desk Chief:
Katherine Downing (Chicago)
Copy Editor:

Dave Roknic (Chicago)
Copy Editor/Video Producer:
Jewell C. Washington (Chicago)
Editorial Assistant:
Joyce Famakinwa (Chicago)
Editorial Cartoonist:
Roger Schillerstrom (Chicago)

Advertising Sales Director:
Peter Oxner (Chicago)
Northeast Regional Sales Manager:
Ron Kolgraf (Boston)
Mid-Atlantic Advertising Manager:
Mark Krawiec (New York)
Midwest/West Advertising Manager:
Spencer Moysey (Chicago)
Custom Media Business
Development Director:
Kimberly Jackson (Boston)
Marketing Director:

Clifton Simmons (Chicago)
Marketing Graphic Designer:
Alissa Byrne (Chicago)

Sales & Marketing Specialist:
Katie Kett (Chicago)

Media Services Manager:
Victoria Edwards (Chicago)

Associate Group Publisher -
Conferences & Marketing Services:
Nikki Pirrello (New York)

Director of Conference Programming:
Joanne Wojcik (Denver)
Events Manager:
Julie Ford (Chicago)

Director,
Digital and Audience Development:
Sherry Skalko (Chicago)

Digital Product Manager:
Christina Kneitz (Chicago)
Digital Marketing Manager:
Kate Lichnerska (Chicago)

Reprint Sales Manager:
Lauren Melesio (New York)

EDITORIAL:

Chicago: 312-649-5200;
London: 44-207-457-1400;
New York: 212-210-0100;

San Jose: 408-774-1500;
Washington: 202-662-7200
ADVERTISING:

Boston: 617-261-8459;
Chicago: 312-649-5224;

New York: 212-210-0136
SUBSCRIPTIONS & SINGLE COPY SALES:
1-877-812-1587 (U.S. & Canada)
1-313-446-0450 (All other locations)

Business Insurance is published by
Crain Communications Inc.

Crain Communications Inc. Board of Directors
Chairman: Keith E. Crain
President: Rance Crain
Treasurer: Mary Kay Crain
Cindi Crain

Vice
William A. Morrow
Executive Vice President/
Director of Strategic Operations:
Christopher Crain
Senior Vice President/Group Publisher:
David Klein
Chief Financial Officer:
Thomas Stevens
Vice President/Group Publisher:
Chris Battaglia

Vice Presil & fe
Dave Kamis
Chief Information Officer:
Anthony DiPonio
G.D. Crain Jr.:

Founder (1885-1973)
Mrs. G.D. Crain Jr.:
Chairman (1911-1996)
Merrilee P. Crain:
Secretary (1942-2012)
S.R.Bernstein:
Chairman-executive committee (1907-1993)

RESOURCE CENTER

PRE-TAX BENEF

ny CAFETERIAPLAN T com

Your Pre-Tax Benefits
Superhero!™
Offering HSAs | HRAs | FSAs | QTPs

Benefits for Your Employees:
- myCafeteriaPlan On-the-Go™ Mobile App
Easy to Use Online Claim Filing
One Debit Card - Many Plans
Quick Claim Turnaround
Live, U.S. Based Customer Service 8 AM - 8 PM EST

Benefits for Employers & Brokers:
- Dedicated Account Rep Who Knows Your Plan

« Single Portal Access With Many Self-Service Options
+ Up-to-the-Minute Regulatory Updates

800.865.6543 | www.myCafeteriaPlan.com

Let’s Start a Relationship... Call us Today!

Our professional communicators
and extensive production resources,
assure accurate personalized
information for each employee:

* Customized designs

+ Always accurate and on time
* Highly competitive pricing

+ Strong T support

BENEFITS
SHOULD MAKE A

STATEMENT!

¥

Connect your group
with customized Retiree
Healthcare solutions

Learn more at retireehealth.TransamericaAffinity.com

Fully Insured e Simplified Implementation
Full Service Administration e Easy Program Setup

Affinity Services ‘ ETRANSAAIERICJA

CRAIN’S Benefits Outlook FALL 2015 19



Questions & Answers

Annette Guarisco Fildes
ERISA Industry Committee

A little more than five years ago,
President Barack Obama signed the
Patient Protection and Affordable Care
Act into law. We know what the
positive aspects of the ACA have been:
millions of previously uninsured
Americans have gotten health
insurance coverage. From a large-
employer perspective, what have been
the law’s achievements?

Certainly, the extension of coverage

to many of the previously uninsured
is an important achievement of the law.
But from a large-employer perspective,
the law caused a diversion of resources
to unnecessary and very costly
compliance burdens, mandates and
taxes that are not really doing anything
to improve the quality of care or,
frankly, address health care cost issues.

Given that, what provisions of the
law would you like to see
changed?

As you know, large employers,
Aespecially the members of our trade
association, ERIC, provided coverage for
employees and their families long before
the Affordable Care Act was even
conceived. We did it without an
employer mandate, reporting
requirements and the 40% excise tax
(that has come to be known as the
Cadillac tax). Those are really the three
provisions that we are working with
Congress to repeal.

What is the likelihood of those
Q changes becoming law?

Change is always difficult to
Aachieve. We are hopeful. We see
bipartisan support for some of these
measures. We are working hard to
ensure that all members of Congress
appreciate that these do not help
provide coverage to anybody, nor do
they help to improve the quality of care
or lower the cost of health coverage.

Is there a No. 1 ACA provision that
Q should go?

Certainly: the Cadillac tax. That is

the one that is most onerous on
employers, as well as the health care
plan coverage reporting requirements.
The regulatory burdens far outweigh the

benefit of reporting this information to
the Internal Revenue Service.

Group health care coverage is very

expensive. Why shouldn’t a
portion of that cost be subject to a
federal excise tax? (Starting in 2018, a
40% tax will be levied on that part of
group health insurance premiums that
exceed $10,200 for single coverage
and $27,500 for family coverage.)

If Congress wanted to devise an
Aexcise tax, we ought to look at what
they are trying to achieve by imposing it.
If it was, like in the case of the 40%
excise tax, designed to discourage
generous plans, then they should
address generous plans. But the way the
provision was enacted and is being
interpreted, it impacts employers simply
because of where their employees
happen to be located. Employers can't
change where they are located. While
perhaps the tax was well-intentioned,
the results are really quite damaging.
Employers now have to spend time
trying to figure out how to avoid paying
the taxes.

What is your agenda for
Q regulators?

Change is always difficult to achieve.

We are hopeful. We see bipartisan

support for some of these measures.
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We are working with regulators on
Achanging the reporting requirements
that employers have to meet to prove
they are providing coverage to
employees under the ACA’s employer
mandate. (Employers with 50 or more
full-time employees must report 2015
health care plan enrollment information
early next year to the IRS.) Since
employers have been providing coverage
long before the employer mandate, we
think the reporting requirements could
be much more straightforward: Simply
allow us to check the box that we
provide coverage to at least 95% of our
full-time employees. But don’t require us
to collect information — sensitive private
information like Social Security numbers
of employees’ dependents — and have us
keep that information and send it to the
Internal Revenue Service.

Should employers be optimistic
that regulators will come out with
flexible rules?

We are very hopeful that regulators
Awill take a more reasoned approach,
for example, on the coverage reporting
requirement. We are pleased that the
Treasury Department is taking a
thoughtful approach with respect to the
ACA’s health plan excise tax. They are
asking for comments first ... We have
provided substantial comments to them
to help ensure that if the excise tax is
not repealed, that the regulations are
targeted enough that they don’t sweep
in some good things employers are
doing, such as providing on-site health
clinics or wellness programs. We don’t
want those costs to be included in the
calculation of the excise tax.

Of course, employers could
terminate their plans and give
employees money to offset premiums

to buy coverage in public insurance
exchanges. So far, though, few
employers have shown much interest
in this approach. Why not?

There are a lot of different reasons.

First of all, the cash you would give
employees in lieu of coverage would be
taxable. That is a big discouragement.
Secondly, employers play a very
important role in designing plans that
work and allow them to attract and
retain employees. I think employees like
it. They consider employer health plans a
valuable benefit. So employers don’t
want to take away a benefit they are
providing to employees.

Annette Guarisco Fildes

is president and CEO of
the ERISA Industry
Committee in Washington.
Ms. Fildes joined ERIC,
which represents the
nation’s largest employers
on a broad array of
employee benefit issues,
this year. She previously
was executive vice
president for the Retail
Industry Leaders
Association in Arlington,
Virginia. Before that, Ms.
Fildes held senior
executive positions in the
public policy and
government affairs
departments of General
Motors Co. and Honeywell
International Inc. where
she was involved in health
care and pension issues.
In an interview with
Editor-at-Large Jerry
Geisel, Ms. Fildes
discussed a broad array of
issues related to the
health care reform law
from an employer’s
perspective. Edited
excerpts follow.



74 AN\
AR
111/

AN\ /) /4

: International Benefits

More U.S. companies take
wellness show on the road

BY SARAH VEYSEY

companies that send

U S employees on overseas

] B assignment increas-

ingly are providing those staff with well-

ness programs, and the trend is set to
grow.

As companies globalize and increasingly
rely on staff posted overseas to achieve
business-critical results, so must they take
steps to safeguard those employees’ health
and well-being, experts say.

“We are seeing more employers manage
the health of their mobile employee popu-
lation more strategically,” said Amy Lave-
rock, a partner in Mercer L.L.C.’s health
and benefits business in New York.

“The mobile population is often critical to
achieving success overseas, and health
issues of the employee or family members
can derail an assignment,” she said. “We
are seeing more multinationals wanting to
ensure support for well-being —encom-
passing physical health, financial health
and emotional health — is available to all
employees globally.

“Progressive companies understand the
impact that this can have on individual and
corporate performance, risk management
and brand,” she added.

In a study of 88 multinational companies
undertaken in 2012, the most recent data
available, Towers Watson & Co. found that
58% provided wellness programs for so-
called “internationally mobile employees.”

Of those, the study showed, 74% provid-
ed health screenings, 69% behavioral
health services and 67% health promotion.

MetLife Inc. offers wellness programs
and initiatives for employees on assign-
ment.

According to the life insurer, those pro-
grams and initiatives drive cost contain-
ment and help keep employees well while
overseas.

Services the company offers to employ-
ees placed abroad include the provision of
online wellness tools, maternity care and
disease management.

MetLife also provides regional programs
to address local issues, it said.

For example, because of an increase in
diabetes in the Persian Gulf region,
MetLife and LifeScan Inc., a diabetes solu-
tion unit of Johnson & Johnson, jointly
developed a diabetes management pro-
gram for workers in that area.

Some health risks — such as obesity,
tobacco use and cardiovascular disease —
are global in nature, so a company operat-
ing in many countries would include such
risks in any employee wellness program
for overseas staff, said Stephanie Pronk, a
senior vice president at Aon Hewitt.

But companies typically tailor their

Expat wellness programs

Wellness programs offered to employees working outside the
U.S., including expatriates, compared with those offered to U.S.

employees

Exclusive to the U.S. (nothing
offered outside the U.S.)

Offered outside the U.S. but
much less than in the U.S.

Offered at similar level in the
U.S. and outside the U.S.

M Not sure

Source: MetLife Inc.: Latin America employee benefits trends study comparing Brazil, Chile and Mexico

approach to the cultural issues, country-
specific health issues and the local environ-
ment in the countries they operate, among
other things, she said.

Some employers engage in preassign-
ment wellness activities to ensure that
workers are well-prepared before heading
abroad, experts say.

This likely would include ensuring that
employees have had the appropriate vac-
cines for their destinations, as well as edu-
cation about local health issues, experts
say.

“Some employers even require health
affidavits for taking certain precautions,”
such as anti-malarial drugs in high-risk
areas, said Mercer’s Ms. Laverock.

While programs are tailored to local fac-
tors, the best-practice approach to design-
ing wellness programs is the same abroad
as it is for the United States, Ms. Pronk
said.

Many employers have recognized that
emotional support for employees stationed
abroad is extremely important, said Ms.
Laverock, and “so many employers are
offering employee assistance support prior
to and during the overseas assignment.”

“Employers are providing these on a
stand-alone basis or may leverage such
programs available from expatriate medi-
cal insurance, in addition to other health
education, engagement, screening and pre-
ventive care vehicles,” she said.

“Specific or bespoke financial incentives
are generally not targeted at this popula-

tion,” Ms. Laverock added.

Employers in the technology and profes-
sional services fields are leading the way
in providing wellness programs for over-
seas staff, Ms. Pronk said.

“With respect to employee health in gen-
eral, the pharmaceutical, financial services
and high-tech sectors have typically led
in terms of the provision of comprehensive
health and wellness programs around the
world,” Ms. Laverock said.

Wellness programs for employees
abroad typically are structured to fit local
market dynamics, Ms. Pronk said.

Those programs may be less sophisticat-
ed than those for staff based in the United
States, Ms. Laverock noted.

“While employers in the United States
may be used to offering sophisticated well-
ness programs that include a comprehen-
sive suite of tools and resources to focus on
behavior change, in general wellness pro-
grams are much simpler for local nation-
als overseas,” she said.

Financial incentives are less common
than in the United States because of cultur-
al considerations and an often more limit-
ed local vendor marketplace, she said.

This means that many employers use on-
site clinical resources, government, non-
governmental organizations and insurers
to provide services.

“The mobile
population is

often critical to
achieving success
overseas, and
health issues of the
employee or family
members can derail
an assignment.”

Amy Laverock, Mercer L.L.C.
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Research & Data

U.S. employee
benefits:
Mental health
coverage on
the rise

91%
_— 89% 87% °
82% 2

2011

% employers offering coverage —

2012 2013 2014 2015

Source: Society for Human Resource Management

TOP FOUR SOURCES OF STRESS

MONEY

WORK (IF EMPLOYED)
FAMILY RESPONSIBILITIES

HEALTH CONCERNS

76%

75%

55%

57% 57% 60%
55%

Source: American Psychological Association

46%

STRATEGIES U.S. EMPLOYERS USE TO DEAL

WITH WORK-RELATED STRESS

Employee assistance programs
Physical activity programs
Work/life balance programs
Online health lifestyle programs
Leadership training for individuals
On-site fitness facilities

Financial well-being resources
Stress awareness

Health care advocacy

Time management skills
Guidance on effective communication

Yoga, meditation and relaxation programs

89%

83%

75%

74%

73%

72%

68%

61%

60%

55%

53%

50%

Source: Buck Consultants at Xerox: “2015 Promoting Mental Well-being: Addressing

Worker Stress and Psychosocial Risks”
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Employer
motivation

In your organization, how
important are each of the
following as a reason to address
work-related stress and/or poor
mental well-being?

B EXTREMELY IMPORTANT

B VERY IMPORTANT
MODERATELY IMPORTANT

B SLIGHTLY IMPORTANT
NOT AT ALL IMPORTANT
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EMPLOYEE
MOTIVATION
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Source: Buck Consultants at Xerox: “2015 Promoting Mental Well-being: Addressing Worker Stress and
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West Coast
Defined Contribution Conference

October 18 - 20 | The Palace Hotel | San Francisco

It's never too early for your participants or you to plan ahead ... Register for DC West!

Join us at the annual P&l DC West conference where you will learn new ways to advance DC plan success for both your organization
and participants. Here’s a peek at some more of the experts who you can look forward to hearing from at this year’s event:

CONFIRMED SPEAKERS KEYNOTE SPEAKERS

Lisa Laird (Conference Chair)

Vice President,

Investments and Cash Management
St. Joseph Health

]
.@
Rebecca Brown
Senior Director,
Retirement & System Investments,
Providence Health & Services
%4

Marvin Tong (Conference Chair)
Project Manager - Investments Division
Southern California Edison

Paul Irving

Chairman

Milken Institute Center for the Future of Aging
Distinguished Scholar in Residence
University of Southern California’s

Davis School of Gerontology

Sarah Mysiewicz Gill
Senior Legislative Representative
AARP’s Government Affairs

| Moshe A. Milevsky, Ph.D.,
Executive Director, The IFID Center
| and Associate Professor, York University

Jodi Glandon

Benefits Compliance

and Retirement Plans Manager
Weyerhaeuser Company

Stuart Odell

Assistant Treasurer

of Retirement Investments
Intel

Aliya Wong
| Executive Director of Retirement Policy
U.S. Chamber of Commerce

Dan Holupchinski . Michelle A. Ryan
Retirement Plans Manager . Benefits and Investments
Deluxe Corporation ! Program Manager
|*  Los Alamos National Laboratory PLUS

THE 2016 INNOVATOR AWARDS PRESENTATION

Tony Tomich and our exclusive
Head of Pension Investments PLAN SPONSOR-ONLY ROUNDTABLES

Farmers Insurance Group

Michelle Kelley
' Retirement Plan Manager
if Nevada System of Higher Education

Register today at www.pionline.com/DCW2015

FREE Registration for Plan Sponsors

Service Providers: $2,950 Consultants and Attorneys: $1,050

SPECIAL THANKS TO OUR SPONSORS FOR THEIR GENEROUS SUPPORT

ClearBridge # Prudential JAON BLACKROCK' CAPITAL Sk hilorgan

Asset Management

Investments Bring Your Challenges’
Gold Sponsors .
Bankof America %% > — - -

@ ARTISAN PARTNERS Merrill Lynch BNY MELLON EMPOWER %El I!!gl!sl}’ 7)561%:6”“24

INVESTMENTS
~ ;
Lincoln  MANNING STATE STREET e é /
[ 3omsen &NAPIER. GLOBAL ADVISORS. TROWGI’“CG%" Tesaverics - Vanguard /OYA.

You're In Charge®



o 2015

WOMEN
TO WATCH

BUSINESS INSURANCE.

Save the Date
December 14-15, 2015 | Grand Hyatt New York

Celebrating its 10th anniversary, Business Insurance's Women to Watch is
the only program that celebrates leading women from every facet of the
commercial insurance industry. Honorees are recognized for their

accomplishments, expertise, leadership and career prospects. Don’'t miss this
incredible event.

Platinum Gold Silver
Sponsor Sponsor Sponsors
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