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Digging
through
data sets

Employers sift stats
for wellness gold

By MATT DUNNING

Among the many things that can under-
mine employers’ efforts to accurately mea-
sure the financial return on investment of
their wellness programs, perhaps the most
common impediment is the statistical
complexity of those measurements.
Determining a wellness program’s total
effect on broader corporate strategies
requires examination of a wide breadth of
data sets and a thorough understanding of
the corollary relationships between them.
Failure in either regard, experts say,
would likely threaten an employer’s

See DATA page 24
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Healthy workers need wellness too

Promotion of preventive efforts pays off for employers over the long run

By RUSS BANHAM

Wellness
Most  companies  have plan experts
employees confronting break down

workforce
populations from a
health standpoint
into three groups:

chronic medical conditions
such as diabetes, high blood
pressure and high cholesterol
levels.

Certainly, enticing such
individuals to improve their
health by signing up for the
services offered by an in-
house wellness program pays
off in greater worker produc-
tivity, less  absenteeism
reduced health care costs and
healthier, happier employees.

But what about everyone
else in the company? Experts
in health care and human
resources are pushing the idea of well-
ness programs that target all employ-
ees—not just those in urgent need.

1. Those with
chronic
conditions

2.Those who
already show
signs of future
chronic
conditions

3. Those who are
healthy at the
moment

“Just because someone by
virtue of their young age and
genetics has not reached the
level of a chronic health con-
dition does not mean they
won't find themselves on
that path someday,” said
Steven Noeldner, a partner
with Mercer L.L.C. in New-
port Beach, Calif, and a
member of the leadership
team for its total health man-
agement specialty practice.

“Promoting the health of
such individuals on a preven-
tive basis may actually have
more value than merely
focusing on those who have
accumulated significant
health risk factors and chron-

ic conditions,” he said.
Mr. Noeldner and wellness plan
experts break down workforce popula-

tions from a health standpoint into
three groups: those with chronic condi-
tions; those who already show signs of
future chronic conditions like heart
disease, diabetes and depression; and
those who are healthy at the moment.
The goal of corporate wellness pro-
grams is to incentivize individuals in
these groups to submit to an overall
health assessment by a physician and
biometric screening.

The former is akin to an annual
exam by a doctor, and it is considered
a valuable way to evaluate such lifestyle
habits as alcohol intake, drug use, diet
and smoking; personal and family
medical history; physiological data
such as weight, height, cholesterol and
blood-pressure metrics; and the
employee’s willingness to modify their
behavior to reduce risks. The latter is

See SCOPE page 22
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INVESTING IN WELLNESS

n-site employee wellness programs contin-
ue to grow in popularity, but studies show

that most employers neglect or struggle to
evaluate their program’s effect on broader finan-
cial and strategic goals.

A September survey conducted by the Interna-
tional Foundation of Employee Benefit Plans
revealed that only one in five employers had ana-
lyzed their wellness program to determine its
financial return on investment. However, among
the companies that had conducted such an anal-
ysis, more than 84% said their program had pro-
duced a net return ranging from 1 cent to $6 per
dollar spent on wellness benefits.

More often than not, the factors that typically
limit a wellness program’s financial performance
are the same as those impeding an employer’s
ability to accurately measure and communicate
the total value of their program.

In this special issue of Business Insurance, we
examine some of the most common roadblocks
that deter employers from achieving and measur-
ing favorable returns on their investments in
employee wellness, including unrealistic program
goals, poorly designed program offerings, and
insufficient data aggregation and correlation.

Additionally, we offer experts’ guidance on
enhancing the potential cost savings of wellness
programming, accurately measuring a program'’s
financial performance and effectively communi-
cating that information to senior leadership.

Also included in this issue is a data poster high-
lighting the results of Business Insurance’s Novem-
ber survey of current wellness offerings and evalu-
ation habits among more than 400 public, private,
nonprofit and governmental employers, as well as
commentaries authored by thought leaders in the
employee wellness field (see poster, page 13, and
story, page 6).
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Program designs
must meet test
of U.S. requlation

HIPAA, GINA
limit the incentives

employers can use
By JERRY GEISEL

Employers setting up employee
wellness programs need to know
how federal law will affect the
design of those programs.

The key requirements for well-
ness plans are laid down by two
federal laws—the Health Insur-
ance Portability and Accountabili-
ty Act of 1996 and the Genetic
Information Nondiscrimination
Act of 2008.

For example, HIPAA imposes a
limit on the rewards or financial
incentives employers can offer
employees through results-based
wellness programs. Examples of
such programs would include
employees pledging that they do
not smoke or striving to attain cer-
tain cholesterol levels.

Typically, “these programs are
outcomes-oriented,” said Steve
Wojcik, vice president of public
policy with the National Business
Group on Health in Washington.

Under the law, the reward—if a
wellness program is offered only

to employees—cannot exceed
20% of the total cost of employee-
only coverage. If the program is
open to employees’ dependents,
then the 20% differential is based
on the cost of coverage in the plan
in which employees and their
dependents are enrolled.

However, that 20% limit will be
raised to 30% effective in 2014
under a provision in the Patient
Protection and Affordable Care
Act of 2010.

That increase in the maximum
financial incentive will be wel-
comed by employers, experts say.

“Some employers already are
bumping up against that 20%
limit. It will be useful to have a
30% limit,” said Susan Nash, a
partner with the McDermott Will
& Emery L.L.P. law firm in
Chicago.

“That’s good news for employ-
ers,” said Alison Schaap, senior
vice president of health and bene-
fits consulting in Chicago for Aon
Hewitt, referring to the higher per-
mitted premium differential.

However, in wellness programs
where the reward or incentive is
conditioned on meeting the dif-
ferential, the reward has to be
available to all “similarly situated
employees,” with a reasonable

FEDERAL REQUIREMENTS

Besides the 1996 Health Insurance
Portability and Accountability Act

and the Genetic Information Nondis-
crimination Act of 2008, other federal
requirements laid down for wellness
programs include:

Employees have to be given the
opportunity to qualify for the
reward at least once a year.

The employer must disclose the
availability of a reasonable
alternative standard.

The program has to be reasonably
designed to promote health or
prevent disease.

alternative standard offered.

For example, take the case of a
wellness program in which there
is a 20% premium differential
between smokers and nonsmok-
ers. For that type of program, an
employer would have to offer an
alternative to employees who can-
not pledge that they do not
smoke.

“You must give them the ability
to qualify for the lower premium,”
said Ms. Nash, referring to the
employees who cannot pledge
that they are nonsmokers.

For example, an acceptable
alternative, experts say, would be
for the employer to provide the
premium credit to employees who
participate in smoking-cessation
programs that the employer
would offer.

“Employers have the flexibility
to determine what is a reasonable
alternative,” Ms. Schaap said.

However, those nondiscrimina-
tion rules do not apply, if a reward
is not conditioned on meeting a
standard related to a health factor.
For example, an employer could

simply give cash payments, say
$100, to employees who complete
health risk assessments or reim-
burse employees for the cost of
smoking cessation classes, regard-
less of whether employees stop
smoking after completion of the
classes.

The tax status of such incentives
depends on the way they are
offered. For example, cash pay-
ments would be considered taxable
income to employees. On the oth-
er hand, wellness programs that
involve health care premium dif-
ferentials have no effect on
employees’ taxable income, while
employer contributions to employ-
ees’ flexible spending accounts—
for example, for completing a well-
ness program—would not be
taxed.

As a wellness incentive, “cash
has been popular because it is so
easy to administer, but employers
have come to recognize there can
be more value through health care
premium  reductions,”  said
Alexander Domaszewicz, a princi-
pal and senior health and benefits
consultant with Mercer L.L.C. in
Newport Beach, Calif.

Aside from nondiscrimination
and tax issues, employers offering
wellness programs must abide by
requirements laid down by the
Genetic Information Nondiscrim-
ination Act.

For example, under the act,
employers can offer employees
financial incentives for complet-
ing health risk assessments that
ask questions about family medi-
cal or other genetic information,
as long as employers clearly iden-
tify those questions that request
genetic information and make
clear the reward is available
whether or not the employees
answer the questions, Aon
Hewitt’s Ms. Schaap said.

Focus on workers’ needs to boost wellness ROI

By MATT DUNNING

Many of the specific issues that
often undermine employers’
efforts to measure the return-on-
investment of their wellness pro-
grams can be addressed with the
addition of relatively low-cost
evaluation processes and initia-
tives.

Through preliminary and ongo-
ing employee population research,
targeted outreach and engagement
strategies and nontraditional plan
offerings, wellness practitioners
and consultants said employers
can broaden their wellness pro-
gram'’s potential financial benefits
and obtain a more accurate mea-
surement of those benefits.

Fundamentally, improving the
accessibility and accuracy of well-
ness-related return-on-investment
metrics requires program design
and implementation strategies
more closely tailored to employ-
ees’ needs and the employer’s
capabilities.

“When you're going through
the program design phase, part of
the data gathering that you do
needs to be focused on under-
standing your workforce to the
extent that you can make sure

HEALTHY TEAMWORK

Companies can use their employees assistance plans to boost a wellness plan’s
financial benefit and access valuable data to support a demonstration of that
benefit. By tying their wellness and EAP services, employers can correlate
instances of workers seeking counseling for stress management, financial
issues, legal trouble and other pressures with medical conditions such as
migraines, high blood pressure, illnesses related to smoking, drug use and
alcohol abuse, and other potentially costly health risks.

that the programs you're design-
ing are actually going to meet the
needs of that population,” said

Mari Ryan, chairperson of the
Worksite Wellness Council of
Massachusetts and CEO of

Advancing Wellness, L.L.C., both
based in Watertown, Mass.

Health risk assessments and bio-
metric screenings are certainly
useful in identifying chronic con-
ditions and costly health risk
trends among employees, experts
said, but those assessments
should, whenever possible, be
combined with self-reported
behavioral information to better
inform programming choices.

“Employers sometimes tend to
gravitate towards whatever the
coolest tool at the time happens to
be, but it might not be what your
population needs,” said Merry
DeMartino, executive vice presi-
dent of talent development at San
Diego-based Event Network Inc.,
an operator of museum gift stores
and the 2012 Business Insurance
Benefit Manager of the Year®.
“Smoking cessation is certainly a
hot topic in the wellness field, so
you might figure you'll invest a lot
of money in a smoking-cessation
program, but find out much later
that you don’t have many smokers
in your population.”

Traditional wellness testing also
needs to be correlated with demo-

See DESIGN page 21

Shortage
of data
no obstacle

Health care facility
finds work-around
for lack of metrics

By MATT DUNNING

Conventional wisdom says
successful wellness program
design and evaluation begins
with a detailed assessment of
an employee population’s
costliest and most chronic
health risks.

However, it is possible for
employers to achieve a return
on their investment in well-
ness pro-
gramming
even when
ostensibly
critical
health care
expense and
risk data isn't available.

Such is the case at the Hous-
ton-based University of Texas
MD Anderson Cancer Center,
where circumstances forced
the organization to take an
unusual approach to its well-
ness program’s design and
administration.

“It’s been very hard for us to
pull some of the data that oth-
er companies use to build their
wellness  programs,”  said
William Baun, MD Anderson’s
wellness officer, who was
chiefly responsible for the pro-
gram'’s design and rollout in
2001. Benefit plans for MD
Anderson’s  approximately
19,000 employees are coordi-
nated by the University of
Texas’ central administration,
which to date has not been
able to provide the organiza-
tion with detailed health care
costs and claims data.

Instead, Mr. Baun and his
team designed MD Anderson’s
wellness program to address
costs and risk factors that they
could evaluate at a statistical
level, such as workers compen-
sation and disability claims,
lost work time and presen-
teeism. In 2001, the organiza-
tion added a workplace injury
care unit to its employee
health and well-being depart-
ment, placing an emphasis on
expediting recovery times and
prevention education.

“I think a lot of companies,
because they can'’t quite get at
health care costs or whatever
they're being told they should
be targeting, they just don’t do
the programs at all, and that'’s
crazy,” Mr. Baun said. Six years
after adding the injury care
unit, MD Anderson saw lost
work days among its employ-
ees drop by 80% and reduced-
duty days drop by 64%. The

See CASE STUDY page 21
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Wellness advantages don't stop at lower costs

Higher productivity,
lower absenteeism
among benefits

By JOANNE WOJCIK

While most employers that imple-
ment wellness programs look for
returns on their investment in the
form of lower group health costs,
far greater benefits may be realized
in the form of higher productivi-
ty, reduced absenteeism and lower
workers compensation and dis-
ability-related costs, experts say.
But because most employers do
not track these costs in correlation
to their wellness programs, they
may not be aware of how great an
impact such health promotion
programs may be having on their
employees’ overall performance,

experts say.

In fact, oftentimes the produc-
tivity effects of wellness occur
long before medical cost savings,
according to Stephanie Pronk,
senior vice president at Aon
Hewitt based in Minneapolis.

“In general, you will see the
indirect savings before you see the
health care cost savings,” she said.

The San Francisco-based Inte-
grated Benefits Institute, a non-
profit dedicated to helping
employers improve their work-
force health and productivity, has
developed a tool that can help
employers measure just how
much impact wellness and health
promotion programs are having
throughout their organizations.

IBI's Full Cost Estimator calcu-
lates the total cost of employee
health to an employer, said IBI
President Tom Parry. This

includes not only group health
care costs for employees and
dependents, but also costs relat-
ed to incidental absence or sick
leave, short-term disability, long-
term disability, workers compen-
sation and even “presenteeism,”
which is defined as when
employees are not working to
their full potential because of
underlying health issues.

“Just two pieces of informa-
tion—an employer’s industry and
number of employees — will give
a general estimate of these costs,”
Mr. Parry said. But when more
information is added, such as
unplanned absences and disability
data, the Full Cost Estimator can
be more precise, he said.

Until recently, use of this tool
had been slow to catch on because

See INDIRECT page 9

GETTING BETTER MEASUREMENTS

“A Pragmatic Approach for Employers to Improve Measurement in Workforce

Health and Productivity,” published recently in Population Health Management,
describes the use of the Integrated Benefits Institute’s Full Cost Estimator. Among
other things, the article advocates that enlightened employers:

FOCUS their measurement efforts using a total-workforce and total-
population-health-management lens, rather than focusing on a limited set of

disease-specific strategies

INCLUDE health dimensions that cut across all health-related benefits
programs, including sick leave, disability and workers compensation

INCLUDE business-relevant monetized outcomes

COMMUNICATE results with sufficient operational metrics to guide action

SPECIFY a limited set of dashboard metrics to provide a broad overview and
effectively communicate population health status and trends, both within
their organizations and with their external partners.

Wellness plan

investment,
costs require
balancing act

By MATT DUNNING

Achieving and measuring positive returns on an invest-
ment made in a wellness program requires a delicate bal-
ancing act, benefit managers and wellness experts said.
During the planning stages and periodically over the life
of a wellness program, benefit managers must ensure their
senior-level executives understand and are willing to
accommodate the level of strategic flexibility necessary to
realize a sustained financial benefit from a wellness pro-

gram.

At the same time, benefit managers also must factor
their financial officers’ need to justify the company’s
investment to directors and shareholders—often on an
annual basis—into their wellness program’s design and

reporting structures.

See BALANCE page 19

IT TAKES TIME

Experts say it takes
about three years to
realize fir

do these things during
those three years:

Ensure the company's
executives are willing
to accommodate the
level of strategic
flexibility necessary to
realize a sustained
financial benefit

Factor the need to
justify the company's
investment to directors
and shareholders into
their wellness
program's design and
reporting structures

Alert senior executives
that the program will
need to be tweaked and
adjusted along the way,
which could drive up
the total cost of the
program well before its
value potential is fully
realized

Few employers focus on savings

Participation rate
key success measure

By MATT DUNNING

Although a majority of employers
offer some form of employee well-
ness program, far fewer employers
are using their programs to gener-
ate a financial return on their
company’s investment, according
to a Business Insurance survey.
Seventy-six percent of the 407
human resources and benefits
decision-makers surveyed in
November offer an employee well-
ness program. However, only 48%
indicated that the extent to which
their wellness program has
reduced overall health insurance
costs is factored into their assess-

ment of their program’s success.

Eighty-one percent of the 309
firms offering employee wellness
programs primarily use participa-
tion rates to determine their pro-
gram'’s success, while 68% do so
based on the amount of positive
feedback they receive from
employees.

Even fewer employers—about
28%—indicated that reducing
health care costs was their pro-
gram'’s foremost objective, com-
pared with 59% that said their
programs were designed mainly to
improve the overall health of their
employees.

Throughout the articles in this
issue, experts say employers can
greatly improve their ability to
secure and sustain financial
investment in their wellness pro-

grams by measuring their pro-
grams’ impact on direct and indi-
rect costs over time.

While half of employers across
the public, private, nonprofit and
governmental categories said they
expect to offer similar wellness pro-
grams in the next two years, a sig-
nificant percentage indicated plans
to reduce their wellness offerings
over the same time period. Five
percent of nonprofit employers,
6% of public employers, 9% of pri-
vate employers and 21% of govern-
mental employers responding to
the survey said they expect to offer
less comprehensive wellness pro-
grams in the next two years.

In addition to a lack of focus on
programs’ financial performance,

See SURVEY page 20

Plan expenses can add up quickly

By MATT DUNNING

Obtaining a clear view of the costs
associated with implementing
and managing a wellness program
is a crucial step in determining the
program’s true value, according to
several wellness experts and
observers.

However, it is a step that
employers overlook with surpris-
ing frequency.

Apart from service fees for ven-
dors and investment in financial
incentives, certain promotional
materials and on-site wellness
equipment, there are a range of
costs associated with comprehen-
sive wellness and health manage-
ment programming that often are
not obvious to employers and, in
some cases, may never reveal
themselves as line-item expenses,
experts said.

“The direct costs are the easy

COSTS OVERLOOKED

When creating expense estimates for

wellness plans, employers frequently
overlook some important cost drivers,
such as:

Labor-related costs associated
with the planning, implementation
and management of a wellness
program

Expenses associated with ensuring
regulatory compliance

In-house IT costs associated with
Web accessibility, population
research and data analytics fees

Redundancies in program planning
and support structures

ones, but the indirect costs like
staff time and program communi-
cations tend to be more difficult,”

said Laurel Pickering, president
and CEO of the New York-based
Northeast Business Group on
Health. “Everything that supports
the wellness program—those are
the costs that usually get left out.”
When support expenses go
unaccounted for in employers’
baseline cost estimates for their
wellness programs, any demon-
stration of a net financial benefit
generated likely would be skewed
by inaccurate or incomplete pro-
gram price assumptions, even if
employers are able to illustrate
their programs’ positive effects on
medical claims, lost productivity
and other recurring cost drivers.
Primarily, experts said employ-
ers fail to account for the variety
of labor-related costs associated
with the planning, implementa-
tion and management of a well-

See COSTS page 20
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EDITORIAL

Wellness needs
collaboration

onventional wisdom on

employee wellness programs

tells us that benefits and

human resources managers

must secure senior-level

support in order for their
programs to achieve measurable positive
results, financial or otherwise.

While the support of senior executives is critical, we
have found in the course of our reporting for this special
issue of Business Insurance that sustaining a successful well-
ness program—regardless of how employers choose to
define that success—requires a collaborative effort at every
level of the corporate structure, throughout the design
stage and consistently over the life of the program.

Even wellness programs designed solely to address
chronic health risks identified through employee health
assessments and biometric screenings need to be tailored
to employees’ needs and interests to maximize the impact
on health outcomes and, by extension, health care costs.
The process should be informed by employees’ participa-
tion in focus groups, surveys and other attitudinal studies
long before any actual program offerings or incentives are
rolled out.

Creating a sense of ownership of a wellness program
among middle managers can be just as vital to wellness
success, especially among employers that expect their pro-
grams to generate cost savings in areas other than health
care, such as workers compensation and disability claims,
presenteeism and employee retention.

Benefits and human resources managers also should rec-
ognize the key role that external stakeholders can play in
wellness programming, particularly health insurers.
Employers should take every opportunity to negotiate with
their insurers for premium discounts based on wellness
benchmarks, as well as plan coverage for any specialists
they intend to incorporate in their wellness programs.

While wellness programs have become the norm among
employers, data on their effectiveness often remains elu-
sive. Coordinated data sharing among insurers and pro-
gram administrators is crucial to achieving a thorough
analysis of a wellness program’s success, even if that success
is not necessarily defined in financial terms.

LETTERS

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, lll. 60601-7524

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

Wellness is a win-win proposition

f there is a constant in the employee benefits are-

na, it is that group health care plan costs will go up,
usually by a lot more than overall inflation.

There are many reasons for this, and some of those
reasons — the ever-increasing concentration of
health care providers, which dampens competition,
and an aging population — are truly beyond the con-
trol of employers.

But there is plenty employers can do to hold down
costs, and helping improve employees’
health is key, as this special issue of Busi-
ness Insurance shows.

Improving employees’ wellness is such a
basic and logical weapon to hold down
costs. Yet, until recently, there has been
more talk than action.

That has started to change. For example,
nearly half of large employers with well-
ness programs surveyed by Mercer L.L.C.
now provide financial incentives or penal-
ties to encourage employee participation
in those programs.

That is a huge change in just one year:
In 2011, only one-third of employers with wellness
programs included financial incentives or penalties.

Why have so many employers, at least until recent-
ly, held off on implementing wellness programs?
There probably are plenty of reasons, but a big one,
no doubt, has been the difficulty of measuring the
return on investments of such programs.

That’s understandable. Giving employees finan-
cial incentives, say a couple hundred dollars, to take
a health risk assessment may not yield immediate
savings.

But over time, such incentives will pay off. That’s

F

JERRY
GEISEL

EDITOR-AT-LARGE

just common sense. As medical problems such as
high blood pressure are detected through such assess-
ments and treated with the appropriate medications,
big-time costs savings are the inevitable results.

The same goes for many other components of well-
ness programs. Give employees financial incentives
to lose weight, for example, and many will do just
that. And that will reduce costs, given the link to obe-
sity and health care problems.

And there are plenty of low-cost and
easily implemented wellness programs
that are bound to lead to healthier
employees and, with that, lower health
care plan costs.

In that category are on-site health care
screenings and exercise classes, healthier
foods in company cafeterias, company
subsidies of gym memberships and smok-
ing-cessation programs.

I'd be the last to say wellness programs
are the magic wand that will lead to small-
er health care cost increases. But they can
help, and potential cost savings is some-
thing no employer can afford to overlook.

And with that, the doom and gloom attitude so
many employers have taken for years on the health
care cost control front should be replaced by one of
optimism and action.

To be sure, wellness programs are not a silver bul-
let that will dramatically reduce health care cost
increases. But they will help on the cost control front,
while also improving employees’ health. And that is
a win-win for all.
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Indirect: Benefits beyond cost savings

CONTINUED FROM PAGE 6

all too often “employers are still
siloed in the way they structure
their programs,” Mr. Parry said.
“Individuals responsible for well-
ness or group health or workers
comp may not know what other
data is available or even who the
other people are.”

But now that so many company
chief financial officers are asking
questions about how employee
health may affect a company’s
profitability, employers are
becoming more interested in
using IBI’s Full Cost Estimator “to
facilitate that conversation and
demonstrate how improvements
in employee health could actually
enhance business performance,”
Mr. Parry said.

Demand for copies of an article
describing the use of the tool that
was published recently in Popula-
tion Health Management is
indicative of this trend, said Mr.
Parry, who co-wrote the study
with Bruce Sherman, medical
director at Bentonville, Ark.-based
Wal-Mart Stores Inc.

“We received over 550 requests
for that article,” which is titled “A
Pragmatic Approach for Employ-
ers to Improve Measurement in
Workforce Health and Productivi-
ty,” Mr. Parry said. “What that
tells me is the issue of measure-
ment is becoming a big deal.”

The Nashville, Tenn.-based
Health Enhancement Research
Organization also has studied the
correlation between wellness and
business performance, finding
that employees with an unhealthy
diet were 66% more likely to
report having experienced a loss
in productivity than those who
regularly ate whole grains, fruits
and vegetables.

HERO’s study, a collaboration
with researchers from Brigham
Young University and the Center
for Health Research at disease
management provider Health-
ways, also found that employees
who exercised only occasionally
were 50% more likely to report
having lower levels of productivi-
ty than employees who were regu-
lar exercisers. The report, to be
published in the October issue of
Population Health Management,
also found that smokers were 28%
more likely to report suffering
from a drop in productivity than
nonsmokers, according to HERO.

Another study, “Health and
Productivity as a Business Strate-
gy: A Multiemployer Study,”
published in 2009 in the Journal
of Occupational and Environ-
mental Medicine, found that
presenteeism actually creates a
greater drain on company pro-
ductivity than employee
absence. That study combined
medical and pharmacy claims
data with self-reported health-
related employee absenteeism
and presenteeism data collected
using the Health and Work Per-
formance Questionnaire, a tool
developed by Harvard University
researcher Ronald Kessler and
the World Health Organization.

“Obesity and Workers Compen-

Alan Pollard, Vitality Group Inc.

sation,” a study published in 2007
by Duke University, found that
employees who managed their
weight to achieve a lower body
mass index experienced fewer

occupational injuries.

“That is why we try to integrate
traditional wellness with existing
safety programs,” said Brent Hart-
man, health risk management

t's time
vou met the

‘& Company.’

Business Insurance December 10, 2012 | 9

practice leader at broker IMA Inc.
in Denver.

Incorporating wellness into
safety programs is having an even
greater impact with the aging pop-
ulation, according to Joseph
O’Brien, president and CEO of
Interactive Health Solutions, a
wellness program vendor based in
Schaumburg, I11.

“As we get older, a lot of the
medical claims are showing up in
workers comp and disability,” he
said. “If I'm an uncontrolled dia-
betic and get hurt on the job, I
could have gotten hurt because
I'm dizzy or not concentrating.
And if it's a wound issue, being a
diabetic complicates things. The
wounds will heal slower.”

In researching the impact of

Frank Crystal & Company, one of the world’s leading strategic risk

and insurance advisors, is now Crystal & Company.

Yes, a new name.

But at crystalco.com, you'll see something that isn’t new. Tough-minded,

talented professionals who are beholden to no one but their clients.

And that’s not about to change.

www.crystalco.com

wellness on work comp and
short-term disability claims, THS
found that workers participating
in wellness programs reported
fewer work-related incidents and
the injuries sustained were gen-
erally less severe, resulting in less
time off.

“The same health risks that gen-
erated health benefit costs all have
an impact on absenteeism, pre-
senteeism, workers comp and
long-term disability,” said Alan
Pollard, New York-based CEO of
the Vitality Group Inc. Therefore,
“if you've got two people and
they're both being admitted for a
workers comp-related illness or
injury, you would expect the per-
son engaged in wellness to have
better outcomes.”

CRYSTAL
&COMPANY

The integrity of independence,
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While expectations for the return on investment for wellness programs should be high, employers need to temper those

expectations with a dose of realism. LuAnn Heinen, vice president of the National Business Group on Health, outlines the

challenges facing those who want to implement these programs and offers advice on how to plan for them.

Take measured approach
to plan ROI expectations

By LuAnn Heinen

arge companies with

comprehensive wellness

offerings often spend in

the range of $200 to

$300 per employee per
year or around 2% of total claim
costs on wellness programs.
Increasingly, spouses and domestic
partners are eligible for wellness
program activities and incentives
as well.

Evidence for a positive return
on investment on wellness pro-
grams is growing in the peer-
reviewed literature.

Key review articles summarizing
high-quality published return-on-
investment studies conclude that
strong employer-sponsored well-
ness programs improve health,
save money and should be encour-
aged as a strategy to slow health
cost increases not just in the pri-
vate sector but also in Medicare.

However, most chief financial
officers don’t read this literature.
Even if they did, the data is old
and refers to other, often unidenti-
fied, companies.

Instead, CFOs want to see a
return on investment for the spe-
cific programs offered to their own
employees. And they want it yes-
terday.

Complexity, challenges

Unfortunately there is no
roadmap for ROI analysis, and the
lack of an industry standard for
measuring financial impact means
each attempt is custom-designed
and may or may not produce valid
results. Executing an ROI analysis
requires careful answers to many
(not entirely straightforward)
questions such as:

®m Which program components
will be included — health assess-
ments/biometric testing, health
coaching, corporate fitness chal-
lenges, Weight Watchers at Work,
subsidized healthy lunches, use of
on-site fitness facilities, stress
management interventions, pre-
mium discounts for tobacco cessa-
tion, or other? Comprehensive
programs by definition are multi-
component, and it is difficult to

Ms. Heinen

CFOs want to see a
return on investment for
the specific programs
offered to their own
employees. And they
want it yesterday.

attribute behavior change or
improved health to a single activi-
ty; typically evaluations cover
many or most of these.

m What is the timeline for data
collection? While employers can
expect to see behavior change in
Year 1, program startup costs are
likely to be high while health care
savings lag, resulting in a negative
ROI. Reduced medical claims may
appear as early as Year 2, and more
commonly in Year 3, which is
when most companies expect to
see a positive ROL.

m What can change over the
two- to three-year evaluation
timeframe, and how might this
impact the conclusions? Plan
design changes, new vendors
with different approaches and
data definitions, poor program
execution, external events that
influence key outcome measures,
and other hard-to-predict factors
need to be considered when

interpreting the findings.

m How will employee/depen-
dent participation in the wellness
program be defined (e.g., health
assessment/biometrics plus at least
one additional activity)? While
participating in a health assess-
ment or biometric screening is a
one-time event, more meaningful
engagement is needed to produce
outcomes for on-site fitness cen-
ters or weight management coach-
ing. For example, participation in
a physical activity program might
be defined as two times per week
for 10 of 12 continuous weeks,
while coaching programs usually
require at least four sessions to
produce outcomes.

= How long do employees need
to stay with the company and par-
ticipate in the program to be
included in the analysis? In order
to capture potential cost savings,
the study population should be
restricted to participants and non-
participants who are continuously
employed over the course of the
evaluation.

®m What results will be measured
in addition to health cost impact?
What additional bottom-line
impacts are important — e.g.,
absenteeism, presenteeism, dis-
ability costs and workers compen-
sation costs — and are the data to
measure them available? Leaders
in health and productivity analy-
sis with access to integrated data
have shown that these costs (and
potential savings) appear to be
even more significant than medi-
cal and pharmaceutical costs.

m What about non-financial
effects such as change in health
risks? We know today’s health
risks are tomorrow’s claims, so it is
desirable to include the impact of
wellness programs on people who
may not yet be generating medical
claims.

m [s there complete data on a
sample size that is large enough to
detect differences between the
comparison groups (e.g., partici-
pants and matched non-partici-
pant controls) for the chosen mea-
sures? This question must be
answered by a statistician based
on the research design; overall

sample size is not usually the prob-
lem, but having an adequate sam-
ple to look at subsets (e.g. by gen-
der, age, work location, job catego-
ry or other segmentation) often is.

m]s there added value in mea-
suring health care utilization dif-
ferences and then attributing costs
to these differences for physician
visits, hospital/ER use or number
of prescriptions? Yes, because
medical claim costs can be distort-
ed by network discounts and oth-
er confounders.

® How can selection bias be
avoided? Simply comparing par-
ticipants to non-participants will
be flawed if employees who sign
up for the wellness program are
systematically different from non-
participants (e.g. with respect to
age, BMI, health risks/costs). Sta-
tistical techniques are commonly
used to minimize this problem.

m Are wellness program costs
fully captured? An incomplete
“I"” tally will make any “R” look
bigger.

Planning ahead

One of the most common pit-
falls in designing an evaluation is
failing to set evaluation parame-
ters in advance. It is not appropri-
ate to decide which employees
will be included in the study (e.g.,
the Omaha office) or counted as
participants once the wellness pro-
gram is under way and relevant
outcomes such as weight loss or
increased physical activity become
apparent. This means that the
plan for ROI analysis must be
developed simultaneously with
the plan to launch a wellness ini-
tiative — and pretty clearly this is
not the usual course of events.

Most employers will outsource
ROI analysis because it is complex,
and key choices will determine the
validity of the final product.
National employee benefit consul-
tants and actuaries, data ware-
houses, and certain private and
university-based research groups
do valuable work in this area.
Health plans and wellness suppli-
ers also may have the capability
and can typically provide estimat-
ed savings from their own “book
of business” results. If following
this path, employers should
understand the supplier’s ap-
proach to calculating ROI and
may wish to retain a third party to
review the method and results.

Continued on next page
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The cost of an evaluation
depends on its scope and rigor,
which are influenced by what key
stakeholders want to know.
Because budgets are typically lim-
ited, discussion about which out-
comes are most important and
feasible to measure should occur
before the evaluation begins. The
more outcomes to be tested, the
more expensive the evaluation
will be. A statistically rigorous
comparison study (comparing
program participants carefully
matched to nonparticipants with
similar demographics and risk fac-
tors) is likely to run $200,000 or
more.

Real-world approaches

Most companies don’t have the
time, budget or inclination to
conduct a full-blown ROI analysis.
Representative examples from the
wide range of approaches used by
large employers follow:

m Employer A calculates well-
ness ROI by comparing the
change in population health risks
for a cohort of wellness partici-
pants measured over two or more
years compared with a reference
population of nonparticipants.
The per-person savings from
reducing certain health risks —
200 fewer smokers, 300 moving
from inactive to physically active
— multiplied by the number of
people amounts to the ROIL Per-
person savings is based on costs
associated with each health risk
from published literature.

m At Employer B, ROI estimates
are based on published research
showing expected savings for the
types of health and productivity
programs implemented at this
employer. Savings estimates factor
in engagement rates as well as the
full cost of the programs, incen-
tives and communications.

m A third-party expert was
retained by Company C to define
the method of ROI analysis and
review the output. The vendor
analysis compares participant to
nonparticipant outcomes before
and after program implementa-
tion. All claims except uncontrol-
lable (e.g., maternity) are included
for those eligible for the program
and continuously employed.

= Company D uses a disability
dashboard to show the number of
disability, light duty and paid
workers compensation cases, the
number of days absent per 100
employees and the dollars spent
per 100 employees on absence
and disability claims. Success of
health and welfare programs is
based on this scorecard and on
reduction in claim costs for pre-
ventable diseases.

m Company E internally calcu-
lates its ROI on key programs by
taking total savings and dividing
it by the total cost of providing
the service. In addition, it calcu-
lates cost avoidance by comparing
the health condition prevalence
— diabetes, smoking, high blood
pressure — for its population with
national averages and applying
published costs for each condi-
tion.

m Company F takes the total

validated monthly savings from
its vendor-administered wellness
program divided by the total fees
paid to the vendor to calculate
ROL An independent third-party
expert reviews the savings method
to ensure accuracy.

Perspective on expectations

ROI studies are difficult. And
once a financial ROI is derived —
even if it is 3:1 — it doesn’t cap-
ture everything that is important.
Employee wellness programs have
a largely unmeasured impact on
recruitment, retention and organi-
zational culture. Employee trust in
management, willingness to rec-
ommend the company as an
employer, and voluntary turnover
rates all can be impacted.

While employer expectations
for an ROI analysis need to be real-
istic given the challenges and
complexities described above,
expectations for the wellness pro-
gram itself should remain high.

Reasonable expectations include
increased employee/family aware-
ness and engagement around their
own responsibility, a better per-
forming workforce through
reduced absence and increased
productivity at work, and financial
benefits from both medical and
productivity cost savings at least in
excess of the dollars spent.

LuAnn Heinen is vice president of the
National Business Group on Health
in Washington. She can be reached
at heinen@businessgrouphealth.org.
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The plan for ROI analysis must
be developed simultaneously
with the plan to launch a well-
ness initiative — and pretty
clearly this is not the usual
course of events.
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Wellness offers more to a company and its employees than simple cost reductions and better return on investment. Jake Flaitz,
director of benefits for Paychex Inc., describes his company’s efforts to improve the wellness of its workforce and enhance their
work environment and the company’s bottom line.

Embrace value of wellness plan

By Jake Flaitz

n recent years, employers have increas-
ingly turned their attention to improving
the overall health status of their employ-
ees as one strategy to stem escalating
health care costs.

The goal of this strategy has, typically, been
to positively impact the direct spend incurred
by the company and employees by reducing
the demand for health care services. The ability
of wellness programs and initiatives to impact
the direct spend, including calculating the
return on investment, has been widely studied.

In addition to trying to identify the wellness
programs’ impact on direct expenditures, many
employers also have tried to
understand what impact health
improvement can have on indi-
rect medical costs such as absen-
teeism and presenteeism. In broad
terms, this impact on productivity
also has been the subject of stud-
ies, with many concluding that
the ROI is equal to or greater than
the return generated on the direct
medical spend.

Less discussed and studied has
been the impact that wellness
programs can have on employee morale. The
key question here is not just whether employee
wellness can positively affect employee morale,
but whether a company’s investment in
employee health can actually enhance employ-
ee engagement.

Of course, determining how to measure the
value of investing in employee health is an
individual company decision based in part on
the organization’s culture. In this article, I
would like to share how we've approached
evaluating the impact that our investment in
employee well-being has had at Paychex Inc.

From a pragmatic viewpoint, we do not
believe that there is any single measure that is

Mr. Flaitz
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an absolute indicator of success. As a result, we
have looked at a number of different metrics to
see if commonality in direction exists. At a high
level, this means that we are trying to under-
stand the impact we are having on health risks,
our financial spend, and the commitment that
employees feel to the organization.

In 2007, we announced that we would be
taking a significant evolutionary step in the
Paychex wellness program by integrating it
with our medical benefit offerings. We histori-
cally made on-site biometric screenings avail-
able to employees at no cost to them, financial-
ly incented the use of a health risk assessment,
and had instituted a premium differential for
non-tobacco users. We saw moderate success

employee engagement.

with this approach: Approximately 40% of our
employees participated in the annual biometric
screening, and 20% completed an HRA.
However, we made the determination that in
order to continue to offer a rich medical bene-
fit that our employees valued highly, we would
have to take our wellness program (and our
employees’ health) to the next level. In 2008,
the Paychex Active Health initiative began.
Employees were given the choice to actively
become engaged in either managing their
health or their health care costs. In order to
keep the medical option that they were in (at
the time either a $100 individual deductible
plan or a $150 individual plan with 10% coin-

surance with a $500 out-of-pocket maximum),
employees had to have a biometric screen at
least once every two years, complete an HRA
annually, and either be tobacco-free or partici-
pate in a structured tobacco cessation program.

These three activities were called the Active
Health Requirements. Completing them not
only provided access to the best medical cover-
age, it also made employees eligible to partici-
pate in the Active Health Reward program in
which they could earn between $100 and $300
by participating in various healthy activities
and behaviors. Employees who chose not to
complete the Active Health Requirements were
only able to enroll in a medical coverage option
with higher cost-sharing ($300 deductible and

The key question here is not just whether employee wellness
can positively affect employee morale, but whether a
company’s investment in employee health can actually enhance

10% coinsurance) and higher premium contri-
butions.

The participation metrics exceeded our goals.
In the first year, 92% of employees enrolled in
a Paychex medical plan completed the Active
Health Requirements, and in subsequent years
the participation remained above 92%. In addi-
tion to measuring participation, we are also
interested in understanding if we are reducing
health risk factors. Our ability to measure this
has been complicated by the fact that we have
used three different HRAs from three different
vendors in five years. We also have analyzed

See FLAITZ page 17

In the first year, 92% of employees enrolled
in a Paychex medical plan completed the

Active Health Requirements, and in
subsequent years the participation remained
above 92%.
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From the 1980s to the 1990s,
adoption of personal computers and
the introduction of the Internet led to
an explosion of information. From the
launch of our first website in 1996
through our recent web redesign

in 2011, Business Insurance evolved
to bring order and clarity to this

24/7 information chaos to deliver ...

THE RIGHT CONTENT

in the

THE RIGHT FORM

at

THE RIGHT TIME

THE NEXT STAGE BEGINS 01+ 14 - 2013

Business Insurance

www.businessinsurance.com



Flaitz: Embrace value of wellness plan

CONTINUED FROM PAGE 12

aggregate data generated by the
biometric screens.

From a measurement stand-
point we have seen stabilization
in risk factors (blood pressure,
BM], glucose) within our employ-
ee population. As University of
Michigan health and lifestyles
research scientist Dee Edington
has said, sometimes you do better
by not doing worse. We've taken
a cautious approach to measuring
the impact on our direct medical
spend, waiting for four years in
order to avoid the chance of pre-
maturely declaring victory. With
the assistance of the benefit actu-
arial firm that we use, Harbridge
Consulting Group L.L.C., a finan-
cial evaluation was conducted
this year, and it is readily appar-
ent that we have been able to
flatten our medical trend and
have achieved a 4.5:1 return on
investment.

Measuring the financial
impact of our Active Health ini-
tiative on our non-direct medical
spend has proven to be more
challenging. For example, during
the course of any given year
there are numerous actions that
we take as an organization to
improve productivity. We've
concluded, at this time, that it is
not possible to isolate the specif-
ic impact that health status has
— independent of other activi-
ties — on enhancing employee
productivity. Instead we have
taken a more pragmatic
approach to this evaluation. One
of our overarching objectives is
to have healthy employees pro-
ductively at work. Employees
who are not healthy are often
not at work, and when they are
at work we believe that the qual-
ity and quantity of their work is
compromised relative to their
healthy colleagues.

In addition to reducing the
company’s and our employees’
direct medical spend and positive-
ly impacting productivity, anoth-
er equally important reason why
we have made improving the
health status and the overall well-
being of our employees a strategic
priority is because we believe that
it can make Paychex an even
greater place to work. In a recent
employee engagement survey, we
asked employees if “our Active
Health employee wellness initia-
tive strengthened their commit-
ment to Paychex.” We were
pleased to learn that nearly 60%
of our employees agreed that it
did.

In fact, many of our wellness
activities take place at the worksite
or involve social components that
get people working together in a
way that enhances camaraderie.
For example, wellness champions
at each of our 100-plus locations
nationwide often organize team-
based fitness events such as chari-
ty races and lunchtime walking
groups. And activities like our
eight-week healthy eating and
activity challenge have teams of
employees working together to
log their intake of healthy foods

Measuring the financial impact of our Active Health
initiative on our non-direct medical spend has
proven to be more challenging. For example, during
the course of any given year there are numerous
actions that we take as an organization to improve

productivity.

and their physical activity as they
compete against other teams.
While difficult to quantifiably

measure, we believe that our well-
ness program has enhanced the
work-life experience of our

PRUDENTIAL GROUP INSURANCE

IS THERE AN ROI TO

HAVING FINANCIALLY
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employees, making Paychex a bet-
ter place to work.

Measuring the total return that
wellness programs generate is a
complicated and challenging
endeavor. It is, however, an
important challenge to meet.
There is a lot at stake: the signif-
icant financial commitment that
companies are making and the
evidence and confidence that the
investment is making a differ-
ence. It is interesting to note that
much less attention has been
given to an area where the spend
is considerably more — the ROI
derived from the various proce-
dures, tests and treatments that
we cover in our medical and
pharmacy benefit plans. From a
plan sponsor perspective, the

HEALTHY EMPLOYEES?

ROI that is important here is the
improvement in employees’ (and
their dependents’) health status.
Perhaps it’s time that we start to
evaluate that ROL

At Paychex, we believe that
our investment in our health and
wellness program positively
impacts our employees. It has
produced a positive financial ROI
on our direct medical spend, it
contributes to productivity
improvements, it enhances
employee engagement and con-
tributes to making Paychex a
great place to work.

Jake Flaitz is director of benefits for
Rochester, N.Y.-based Paychex Inc.
He can be reached at 585-383-3105
or jflaitz@paychex.com.

Actually, yes—when you consider the possibilities of
lower turnover, reduced absence-related costs and
increased productivity. And when employees have
the protection they need and deserve, you'll find that

they’re more engaged at work.

With voluntary benefits from Prudential Group
Insurance, you can support your employees on their
way to financial wellness by offering Life, Disability
and Critical Illness* coverage. They'll get convenient
and affordable solutions from a carrier they know and

trust—with little or no cost to you.

To learn more, contact Bob Patience, Vice President,
Voluntary Benefits at 973-548-6233.

Download our white paper “Voluntary Benefits:

A Critical Tool for Improving Employees’ Financial

Wellness” at prudential.com/group

#» Prudential

Bring Your Challenges’

© 2012 Prudential Financial and its related entities. Group Life and Disability Insurance. Group Insurance benefits are issued by The Prudential Insurance Company
of America, 751 Broad Street, Newark, NJ 07102-3777. Prudential, the Prudential logo, the Rock symbol and Bring Your Challenges are service marks of Prudential

Financial, Inc. and its related entities, registered in many jurisdictions worldwide.

*Critical lliness is available to companies with more than 5,000 lives.
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EXTERNAL

COST

DRIVERS

Some external factors-that can play
significant roles in determining the
relative effectiveness of wellness ini-

tiatives:

m Workforce's cultural and
socioeconomic makeup

B Availability of local health and
wellness resources

m Level of cooperation of benefits

providers

Outside forces hamper wellness plans

Employers should make adjustments to reflect economic circumstances

By MATT DUNNING

As their wellness programs
mature, employers often find that
many of the elements impeding
their ability to realize a return on
their investment exist beyond the
walls of their worksite.

External factors such as the cul-
tural and socioeconomic makeup
of an employer’'s workforce, the
availability of local health and
wellness resources, and the level
of cooperation of benefits
providers can play significant
roles in determining the relative

effectiveness of wellness initia-
tives, wellness experts said.

Some external barriers to well-
ness success can be addressed dur-
ing the planning and design
stages of a program’s adoption,
experts said. One critical issue
employers should make an effort
to address up front is the extent to
which their health insurance
providers are folded into the pro-
gram’s financial and philosophi-
cal structure.

Ann Clark, founder and CEO of
San Diego-based ACI Specialty
Benefits Corp., said many employ-

ers neglect to negotiate with insur-
ers for considerations such as pre-
mium discounts based on well-
ness benchmarks, plan coverage
for any specialists they intend to
incorporate in their wellness pro-
gram, and third-party access to
claims and costs data.

“What happens a lot is that
the employer goes to the insurer
after the fact and asks for a dis-
count or some other considera-
tion, but it’s too late then,” Ms.
Clark said. “Part of the whole
‘executive buy-in’ concept needs
to be bringing in your broker and

a financially strong-minded
executive like the CFO to negoti-
ate with the insurance company.
It's like any other hard-nosed
business transaction. You have
to negotiate your percentages
and agreements up front.”

Other peripheral impediments
are likely to be revealed a year or
two after a program’s implemen-
tation, most commonly in the
form of gaps in participation or
sluggish performance in the
reduction of costs. More often
than not, experts said, these issues
reflect an overly broad approach

Mari Ryan, Worksite Wellness
Council of Massachusetts

to a program’s delivery of wellness
resources and communications
that fail to account for cultural
disparities and socioeconomic
limitations among employee sub-
groups.

“There’s the first generation of
what employers are doing
around wellness, which is to do
the health risk appraisal to mea-
sure the predominant risks of
your population, do your bio-
metric screenings, build your
intervention programs and then
measure your outcomes,” said
Laurel Pickering, president and
CEO of the New York-based
Northeast Business Group on
Health. “The next generation is
one in which employers become
even more targeted in meeting
the needs of their populations.”

For example, many employers’
wellness and health promotion
programs rely heavily on Web-
based portals as an inexpensive,
easy-to-manage central point of
contact for employees, as well as
the program’s primary means of
gathering participation and per-
formance data and assessing
health outcomes.

“They're fabulous tools, but if
you've got a workforce that
doesn’t have regular access to a
computer, or doesn’t have the
necessary computer skills to use
these tools, they’re not going to
participate in the program,” said
Mari Ryan, chair of the Worksite
Wellness Council of Mas-
sachusetts and CEO of Advanc-
ing Wellness L.L.C., both based
in Watertown, Mass.

Poor performance in partici-
pation and health outcomes
also often reflects a lack of
accessible wellness resources
outside the workplace, includ-
ing primary physicians, special-
ist services and urgent care facil-
ities, as well as healthy food
sources, gyms and outdoor fit-
ness centers, experts said.

An examination of the demo-
graphics of an employee subgroup
with low participation rates, cou-
pled with focus groups of volun-
tary surveys, can help an employer
determine how its program can be
modified to account for gaps in
the availability of wellness
resources outside of the workplace.

“There’s a variety of different
aspects that can influence partici-
pation, and without participation
you're not going to be able to gen-
erate any of the outcomes you're
looking for,” Ms. Ryan said. “The
issue is whether or not those ele-
ments are predominant enough
that you would need to make
modifications or accommodations
within the program.”



Balance: Wellness plan investment,
costs require balancing act over time

CONTINUED FROM PAGE 6

“Too often, you have compa-
nies saying yea or nay after only
a year, when it really is a three-
year-plus investment if you want
to see any real financial bene-
fits,” said Merry DeMartino,
executive vice president of talent
development at San Diego-based
Event Network Inc., an operator
of museum gift stores.

In the first place, experts said
benefit managers should take care
to temper expectations when
advocating for an investment in
wellness programming based on
its potential to generate financial
value for the company. Specifical-
ly, benefit managers must be clear
with senior executives about the
time it takes—three to five years in
most cases, experts said—to effect
meaningful changes in an
employee population’s health
outcomes or behavior.

Additionally, experts said,
senior executives should know
from the outset that the program
will need to be tweaked and
adjusted along the way to better

Bruce Elliott, Society for Human
Resources Management

suit the unique needs of an
employer’s individual workforce,
which could drive up the total
cost of the program well before its
value potential is fully realized.
Absent that level of clarity, and
given the considerable amount of
money companies often invest in
comprehensive wellness program-
ming, experts said it is not
uncommon for benefit managers
to find themselves under
immense pressure to provide evi-
dence of a demonstrable effect on
their company’s bottom line.
“You need to think of yourself
as a strategic partner in helping
the company manage a major
cost,” said Bruce Elliott, compen-
sation and benefits manager for
the Alexandria, Va.-based Society
for Human Resources Manage-
ment. “When a company makes
an investment in wellness,
there’s always that pressure to
demonstrate an immediate
return on investment in order to
justify the investment. The
finance guys are going to say,
‘We'll give you $10,000 for this
program, what are we going to
get back?’ If all you can say is, ‘A

healthier workforce,’
going to say, ‘So what?"”

One way benefit managers can
bridge the gap between the onset
of a wellness program and the
point at which the program
begins to generate a measurable
impact on their company’s health
care costs, experts said, is to estab-
lish intermediate benchmarks
using employee engagement sur-
veys conducted at the beginning
of each program year.

“Success and return on
investment can be defined a lot

they’re

of different ways, depending on
the specific company,” said
Laurel Pickering, president and
CEO of the New York-based
Northeast Business Group on
Health. With the right program
design,  benefit managers
should be able to demonstrate
year-over-year improvements
on indirect cost drivers such as
employee turnover, presen-
teeism and disputes between co-
workers, she said.

“Obviously, there are hard-
dollar measurements tied to

Business Insurance December 10, 2012 | 19

employee health outcomes,
which are hard to measure, but it
can be done over time,” Ms. Pick-
ering said. “But some companies
might feel like they’ve gotten a
return on their investment in the
first couple of years if morale is
better, job satisfaction increases,
or even if they got good partici-
pation results.”

After the initial rollout, benefit
managers can further expand
their ability to meet their financial
officer’s needs for proof of its val-
ue by correlating engagement data
with business-relevant production
and/or operational metrics high-
lighting direct and indirect effects
on the company’s overall prof-
itability. In doing so, experts said,
benefit managers can obtain a

greater working knowledge of
their company’s strategic goals,
increasing their wellness pro-
gram’s chances of sustaining exec-
utive-level commitment as well as
its ability to assist in the pursuit of
broader corporate objectives.

Designing a wellness program
that focuses not only on improv-
ing health outcomes but also
productivity outcomes, Mr.
Elliott, of the human resources
management trade group, said,
“forces the benefits executive
and the HR executive to really
understand the business and
understand what makes the busi-
ness tick. It's another way for
you to transition yourself from
being a transactional partner to
being a strategic partner.”

Changes in technology and workforce demographics are
inevitable factors in shaping the workplace, but each can
also introduce new workplace risks for employers.

Emerging Risks in the Workplace
and How to Identify and Manage Them

Join us live online Dec. 11 at 2 p.m. EDT/11 a.m.
PDF for this free webinar, as our expert panel explores
these issues, how to spot potential trouble spots and
recommendations for what companies must do to
address these and other emerging workplace risks.

Minimizing Privacy and Security Risks Resulting
from Employee Use of Personal Electronic

Devices at Work

Companies are allowing more employees to use their
own smartphones, digital tablets and other mobile
devices at work. Register now to view this FREE on-
demand webinar, that will explain the expanding
variety of risks with the use of personal mobile devices
in the workplace and how risk managers can monitor a
company'’s exposures and effectively minimize the risks.

Helping Contractors Overcome Potential Legal
Risks from Taking On Projects in Unfamiliar

Regions

As the nation’s construction sector slowly recovers, many
contractors are trying to capitalize by bidding for work in
states and regions outside of their usual markets.

Register now to view this FREE on-demand webinar,
that will explore the regulatory differences between
states, including insurance laws, workplace safety
standards, litigation trends and medical cost inflation that
contractors account for in order to avoid jeopardizing the
safety of their workers, the likelihood of successful project
delivery and the long-term viability of their companies.

www.BusinessInsurance.com/webinars

Managing the Risks

of International Business Travel

Employers face health and safety risks when they send
their employees overseas to foreign locations, especially
to developing countries, either as part of a corporate
global expansion or for business travel. Register now

to view this FREE on-demand webinar, which will help
employers determine the best way to keep track of
multinational insurance programs when employees are
visiting more than one country, and which nations have
the most onerous regulations and taxes.

How is the Surety Market Responding
to Unique Risks of P3 Projects?

Already a requisite for most types of public contracts,
surety bonds are becoming a more common inclusion

in private developers' insurance requirements for
contractors, particularly within the context of Public-
Private Partnership (P3) construction contracts. Register
now to view this FREE on-demand webinar, in which
experts in the construction risk and surety bonding fields
will explore the many complexities of P3s from a risk
management perspective, as well as potential solutions
available to construction risk managers through the

Sponsored by @

surety bonding market.
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Costs: Key
plan costs
overlooked

CONTINUED FROM PAGE 6

ness program. While third-party
wellness vendors typically are
responsible for a program'’s day-
to-day administration, experts
said successful wellness programs
typically require months of
strategic preparation in the form
of steering committees and
employee focus groups prior to
implementation, as well as sig-
nificant time commitments from
department managers and
senior-level executives designat-
ed to drive support and engage-
ment in the program.

“People don’t realize how
much effort it takes,” said Merry
DeMartino, executive vice presi-
dent of talent development at
San Diego-based Event Network
Inc. “You can't just roll out a
new program without having
people in place to champion it,
to train other employees and
develop a culture around the
program. There’s a cost tied to all
of that, but it doesn’t often get
factored in.”

Employers’ baseline wellness
cost estimates also frequently

omit expenses associated with
ensuring regulatory compliance,
which can inflate dramatically
depending on a program'’s struc-
ture and targeted outcomes,
experts said. For example, well-
ness programs designed in part
to reduce costs associated with
employee turnover often incor-
porate initiatives tied to an

Merry DeMartino,
Event Network Inc.

employer’s recruiting and hiring
practices, potentially increasing
an employer’s exposure to labor
violations.

Even employers whose pro-

grams are focused entirely on
reducing medical costs are likely
to incur significant and recurring
compliance expenses if their pro-
gram includes incentives or
penalties tied to employees’
health statuses or outcomes,
experts said.

“There could be legal implica-
tions with those strategies, so
legal review for compliance for
your wellness program is defi-
nitely going to have to be fac-
tored in, because involving risk
managers or compliance officers
is going to have a cost attached
to it,” said Leah Malof, a Cincin-
nati-based health and productiv-
ity principal at Buck Consultants
LL.C.

Other wellness cost drivers
employers  often  overlook
include in-house IT costs associ-
ated with Web accessibility, pop-
ulation research and data analyt-
ics fees and—particularly among
large employers spread out over
multiple locations—redundan-
cies in program planning and
support structures, experts say.

“They don't realize that there
may be grass-roots or localized
wellness efforts already in place,”
Ms. Malof said.

“Adding a corporate initiative
that could duplicate those
efforts, or add complexities in
terms of administration and inte-
gration, is likely going to affect
the total return-on-investment
of a program,” she said.

Survey: Few employers
focus on cost savings

CONTINUED FROM PAGE 6

the survey results indicated a
prevalence of many tendencies
that experts say often impede
employers’ ability to achieve posi-
tive returns on their investment.
The most common types of well-
ness offerings identified in the sur-
vey indicate employers’ strong
preference for broadly targeted
initiatives, such as on-site health
screenings and immunizations,
and weight-loss and smoking ces-
sation programs.

Meanwhile, significantly smaller
percentages of employers said their
wellness programs include offer-
ings designed to improve health
management at an individualized
level, including personal health
coaching, ergonomic resources,
workplace safety evaluations, stress
management and nutrition classes,
and wellness newsletters.

Another tendency experts often
point out as an impediment to
generating positive ROI is infre-
quent program evaluation. Most
experts recommend that employ-
ers evaluate their wellness pro-
grams at least once a year. Howev-
er, according to BI's survey—con-
ducted by Cliffside, N.J.-based
Signet Research Inc.—only 68% of

employers surveyed said they’'ve
conducted a formal evaluation of
their wellness program in the past
12 months. Twenty-two percent
said it had been one to two years
since they last measured their pro-
gram'’s participation or perfor-
mance results, while 10% said it
had been more than two years.

Interestingly, employers’ dili-
gence in evaluating their wellness
programs appears to wane over
time, as recent adopters of wellness
programs were more likely to have
evaluated their program within the
past 12 months than employers
whose programs were implement-
ed more than five years ago.

Overall, 58% of employers
reported that their programs had
been somewhat successful, while
29% said their programs had been
very successful and 5% said their
programs had been extremely suc-
cessful. Only 7% said their pro-
grams were not successful.

The survey also found an over-
whelming preference for participa-
tion-based incentives. Eighty-five
percent of publicly owned employ-
ers said they offer monetary or
nonmonetary incentives linked to
participation in their wellness pro-
gram, as did 70% of privately
owned and nonprofit employers.
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Case study:
Poor data
no obstacle

CONTINUED FROM PAGE 4

reduction in lost work time saved
the cancer center an estimated
$1.5 million during that six-year
period, while its workers comp
insurance premiums declined by
50%, Mr. Baun said.

“If you take the measures that
you do have control of, and use
them well to drive support
among your employees, your
middle management and your
senior management, you can still
have a great deal of success in
wellness,” he said. He added that
the reduction in lost work time
factored greatly in driving “own-
ership” of the program among
department managers and super-
visors, a crucial element to sus-
taining wellness participation.

“When you talk to middle
management and try to get them
to take an ownership in the pro-
gram, they're not going to feel
costs tied to health care,” Mr.
Baun said. “What they do feel is
the absenteeism and presen-
teeism, and the costs associated
with those kinds of issues.”

The design of MD Anderson’s

wellness program also relied
heavily on employee surveys and
interviews, which Mr. Baun said
were used to gauge specific needs
and interests among the organi-
zation’s multitude of individual
departments, spread out over 77
buildings within the Texas Medi-
cal Center campus in Houston.
Early on, Mr. Baun said he and
his team were able to identify
key wellness infrastructure
needs, such as lactation rooms,

80%

Six years after adding an injury
care unit, MD Anderson saw lost
work days among its employees

drop by 80% and reduced-duty
days drop by 64%. The
reduction in lost work time
saved the cancer center an
estimated $1.5 million during
that six-year period, while its
workers comp insurance
premiums declined by 50%.

on-site fitness equipment and
stress-relief stations.

“What really drives a wellness
program to be successful are the
interests and needs of your
employees,” he said. “It doesn’t
really matter what the financial
goals of a program are. If they
don’t mix on some level with the
interests and needs of your
group, it’s not going to work.”

In particular, Mr. Baun said
early efforts to build lactation
rooms for working mothers of
newborns proved to be a critical
step in building interest and sup-
port for wellness and health
management among employees.
Mr. Baun said he was able to
secure funding for the first lacta-
tion room by inserting a female
employee directly into the con-
versation with MD Anderson’s
senior executives.

“What that did up front was it
built a phenomenal momentum
among the women at MD Ander-
son who wanted to understand
what workplace wellness was all
about,” he said. “That made it
easier for us to build out some of
the other environmental ele-
ments that have become part of
the core of our program.”

Today, MD Anderson’s envi-
ronmental wellness offerings
include 14 lactation rooms, a
20,000-square-foot on-campus fit-
ness center, a bicycle parking
garage and shower facility, and
more than a dozen “stress buster”
stations. Mr. Baun also successful-
ly lobbied for the creation of three
full-time positions specifically in
service of the wellness program,
including a statistician, physiolo-
gist and wellness educator.

“It's been a phenomenal jour-
ney to watch MD Anderson go
from having nothing to building
a first-class foundation of a well-
ness culture,” Mr. Baun said.
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Design: Make
participation
simple, easy
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graphic studies and internal attitu-
dinal surveys conducted during
the initial planning stages and
periodically  throughout the
course of the program, in order to
address specific impediments to
both participation and health out-
come improvements, experts said.

“One of the things that you
need to uncover, in terms of both
program designs and the behav-
ioral changes that go on at the
individual level, are the barriers
that get in your employees’ way
that keep them from adopting
healthy lifestyles,” Ms. Ryan said.
“The number one thing we hear
when we survey employee popu-
lations about that issue is a lack
of time. You have to build pro-
grams that are going to make it
easy for people to work around
those barriers.”

Experts said another common
issue employers cite as a chief
impediment to their wellness pro-
gram’s ability to generate a posi-
tive return-on-investment and, by
extension, their ability to accu-
rately measure that return is low

participation rates. This can be
addressed using either systemic or
targeted approaches, or a combi-
nation of both. Perhaps most
attractively, particularly to smaller
employers, neither approach
necessitates the addition of costly
participation-based incentives,
experts said.

“One of the more systemic
approaches we've seen to driving
participation is to subtly incorpo-
rate wellness sign-ups into your
open-enrollment period,” said
Luann Heinen, vice president of
the Washington-based National
Business Group on Health.
“Another method...is having new
hires meet with the group well-
ness coordinator as part of their
orientation.”

To drive participation in a more
targeted manner, Ms. Heinen said
many employers also are turning
to affinity groups within their
workforces. The groups are often
based on different ethnicities, cul-
tural backgrounds, geography or
life stage. Employers have begun
targeting their communications
based on the level of interest they
see among particular segments
within their workforce, she said,
with the least-motivated or enthu-
siastic employees receiving the
most extensive and focused com-
munications. “By working with
those groups, you can develop
and push programs that are more
likely to appeal to a specific demo-
graphic,” Ms. Heinen said.
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Scope: Wellness for healthy workers
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a measurement of individual
physical characteristics such as
height, weight, body mass index,
blood pressure, cholesterol and
blood glucose, among other
health indices.

“Right now roughly 20% of
employees account for 80% of
health care costs, but that other
80% percent of the population is
in waiting to become that 20% in
the future, unless something is
done now to maintain their good
health,” Mr. Noeldner said.

Several organizations, such as
Cardinal Health Inc., Bryant Uni-

versity and AstraZeneca Pharma-
ceuticals, are taking the whole
population approach to improv-
ing their employees’ health and
well-being.

“To truly realize the benefits for
employees and corporations alike,
a well-designed wellness program
must address the needs of all
employees,” said Jeff Henderson,
chief financial officer of Cardinal
Health, a Columbus, Ohio-based
health care services provider,
whose wellness program is called
“Healthy Lifestyles.”

At most of the company’s
offices across the country,
employees can utilize an on-site

fitness center, pharmacy and med-
ical clinic. Where such facilities
are not available, AstraZeneca pro-
vides free health club member-
ships and access to nearby phar-
macies and clinics. Lately, it has
renewed its efforts to get younger
employees to take advantage of
these opportunities.

“Effective health habits often
begin at the early stages of
employee lifecycles, before signs
of ‘high risk’ ever materialize,” Mr.
Henderson said.

He is not alone in this view.

“The over-arching goal of a
wellness program should be a
tiered approach to the employee

population, first and foremost
getting to the ‘ticking bombs,’ so
to speak, those who have dia-
betes or cardio problems or are
closely on their way to such
problems,” said Lenny Sanicola,
senior benefits practice leader at
WorldatWork, a Scottsdale, Ariz.-
based professional membership
organization of human resources
professionals focused on work-
life initiatives. “By the same
token, you also should identify
employees that have risk factors
that may eventually lead them in
this direction. They're healthy
now and the objective is to keep
them that way.”

Jay Merenda is such a person.
The procurement technology
leader at Wilmington, Del.-based

AstraZeneca is 37 years old and
used to be the picture of health,
exercising regularly and sticking
to a healthy diet. Then, he got
married, had children and experi-
enced more stress at work as his
career blossomed. “It's probably
six or seven years since I took my
health seriously,” Mr. Merenda
said. “I just let it all go.”

Three months ago, he went to
the company’s wellness center
and underwent a health assess-
ment and biometric screening,
learning that his once-commend-
able health had deteriorated. “My
body composition was in the high
percentile on the body mass
index, I was 30 pounds over-
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INTHE MATTER OF THE COMPANIES ACT 1981 (THE "ACT")
AND IN THE MATTER OF THE AMALGAMATION OF
THE STANLEY WORKS (BERMUDA) LTD.

AND SBD INSURANCE, INC.

NOTICE IS HEREBY GIVEN that The Stanley Works
(Bermuda) Ltd., a Bermuda exempted company and SBD
Insurance, Inc., a Connecticut corporation, intend to
amalgamate to an appointed foreign jurisdiction, namely
Connecticut, USA, pursuant to the provisions of Section
104B of the Act, and continue as SBD Insurance, Inc. a
Connecticut corporation.

Edwards Wildman Palmer LLP

Attorneys for the Applicant
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W THE MATTER OF THE REHABILITATION OF PROFESSIONAL LIABILITY INSURANCE COMPANY OF AMERICA
Suprerne Court of the State of Mew York, County of Mew Yor' indes Mo, S00986°2010
ROTICE

Benjamin M. Lawsky, Superniendent of Fi rdn-:-.:ls-eru 5 of the Siate uI'Prfw '\I'LW- il..p-‘r-' endent ") heselry ghves notice
that he ks applied o the Court by on
habikesticn peneading (Retabilina }
liquidation proceeding. {2) appointing the Superintendent and his woocesson i nuH"\-ce a5 By L,-Jli:rc-‘l"l'\(.ﬁ Liquidatonr
[3} westing title to al of PLICA's propedty, contracts and rights of action with the Liquiclator; (4] making a declaragion that
PLECA 15 wwrsaboent puriisant 10 Insurance Lavw § TATIAY [5) continuing and granting the mjunitices _aurfu;lrd bor by thvis
Court's order, dabed Aguil 28, 2010 snd entered Apr 2010, {Rehablitation Order”; (5] granting injunctions, in addition
t th aforementioned irunctions previoushy granied in the Rehabiliation Order, permanently engoining and restraining
Al P iy (Ve COMITENOnG of Rousuing Aivy achions of peodeedin s [0 Collct on debas of judgiesnts, acgainst
PLACA, thee Liquidator or the: Mew York Liquidation Bueesu {"NYLE", the Liguidator's or the NYLB'S peevent or formes employ
%, Aoy, of aipents with reapect to this proceeding or the dachaege of their duties under irurance Liw Article 74; (1)
slarying furtiser proceedings in sy pending duiens sl stion peoceedng That veene, of Coulkl have been, Besught puri
1o this Coirt's Order Appeoving the Procediuee for the Rehabiitator's Adjudication of Claims, Sled August 17, 200 1;65) vesting
il pigghvis i PLICA's conbracts and agreemens, including all keases, tax sgreements, insurance policies and employment con
1EBCTS, bacrarimvir dhersribed, with thee Linuidane, wress the Liquidstor sxpretahy Brminstes such Comtiacn of Ageements, in
which cate all lability under usth contracts or agreements dhall coie and be foeed o of the date of sermination; 9] requiring
thiat any bank, savings ard boan association, other financial institution or any otfser entity or person, which has on deposit
OF I I porurision, cumody of control sy of PUCA'S fundi, accouns of assets shall immediately, upon 1he Liquidanees re
quest and diesctiore (a) burn over cuntody and control of wach funds, accounti or adets to the Liquicator or his designees,
(b0 braervsfier tithe of maach funds, accounts or sssets to the Liquidator or his designees; () change the name of usth accouniy
i 1 i ol thve Lingusielanee’ [of] eranstior funch freen swch Bark, sovings and boan sasociation of other fimancial institution
1o & bank, wnvings snd loan association or other financial indttution designated by the Liquiclator, andior be) take sy other
action recessary for the proper conduct of the liquidation procesdingg {10) requiring that il persons and entitses having
ary peoperty andliol infoemation, includng, bt ot Rimited so, eraianoe policies, claims fes [Secinanic of paper), solfvwane
programs andior bank records cvned by, belonging to or relating to PLICA shall presense such property andior information
arvd irvemediatedy, upon the Liguidabor's request and direction, saigry, tranader, Tum over and deliver such property andlor
inforenation 1o thie Liguidaton: (1) sequinng that ad perictn snd entities provideng Cams processing vendces, dits peo
Cessing services, slectronic reconds netention services of other information technology senvices to PLICA shall maintain and
preseree all infoemation relaging in any way to PLICA, wherever locaied, including, but not Bmited to, all documents, data,
ebectronic Bles and reconds, (omputer SUEpmMent (&g, servers and printers], soltwane programs and soltwiee Boeres
owniesd by PLICA {"indomration™), and are disscted, upon the Ligpeiclation's requiest, 1o prompshy submit all such Information
i ther Liquidistor or his designees for examination and copying: (12] authorizing, permitting and allowing the Liquidator io
sell, assign o transher sy and all stecks, Bands, o othed securities, and any feal o ather propemy of PLICA a madket prce
or at the best peice obtainakle 5t private sale, at wsch timed and upon such termy snd conditicns b4, in B dscretion, Fe
deems i in the beest ingevest of the credBon of PLICA, and io take such sieps a5 may be necessary 1o effect and carry out
such sades, il and assarmments (13) authedizng the Liguidator 1o pay this actual ard necsdsany sdmarsniative (051
and expenses of PLICA out of the saets of PLICA; and (14} granting such other and further relief & the Court may deem
just and peoper

The Dedisr ta Showr Cause recognizes That the permansnt injunctions provided Tor in the Rekabilitation Onder seman in
effect, inchading the injuncive provivion enjoining and revtraining all persons from commencing or prodecuting any sctions,
lewrsuits, or proceedings against PLICA, the Rehabilitasor, or the NYLE, ity emplosres, aifomeys or agents

A wubimission date B scheduled on the Deder to Show Canrse ot the Mation Submission Part on the Sth day of Felaang
2013 ["Retuen Date”] at the courthouse located st 80 Centre Street, Boom 130, in the County, Oty and Stabe of Mew Yok

W yeous wish v object i the petition, you must serv your obyections and all supponing dooumentation “Anvwenng Papers’)
L Thee Sugerintandent 50 as ba be reveived by the Supsreenent 51 laiit twenty-one (11 diys pecd wo the Return Dute
and by submitting copies of the Answering Papen, with affsdavits of sérvice on the Superimtendent, to the Court, ot tf
courthouse iocated at &0 Cenire Soreet, Room 130, inithe County, Sty and State of New o, twenty-ore {21) days pr
Retigen Dase. Service of Angweering Papers o the Supetintendent chall be made by Rand delivery, cvemight mal or Sest
class mail at the folliowing addresses

tendent of Finandal Services of the State of Mew Yoalk, o
e of the Attorney General, 120 Broadway, Ntw York, NY 10271-0332
Darwid Holgado, Assistant Aftorney Gener,

Hew York Liquidation Bureauw, 110 Willism S:rm NN Work, NY 10038, Attn: General Counsel

This Motioe, the Order to Show Cause and the papers upon which the Ordes to Show Cause bas been graned b possed on
e Iritermed vweb pacge malntained by the NYLE at kg iwwabmdbuoig

Requests for Turther inficemation should be directed 1o the WYLE a8 21 J 34T -E550
Danech: Mew Yok, Mew Yiork
November 18, 2012

General Eric T. Schnsiderman

Beergarmin M. Lawiky
Superntendent of Financlal Services of the State of Kew York

LEGAL NOTICE

To all persons or entities interested in the affains of
FROMTIER INSURANCE COMPANY
Matice i Henekey Grasn:

| Bergamin M. Lavwaky, Superintendent of Financial Services ol the State of New York (Superrtendent™ has been &5
pointed by oreler of the Suprems Court of the State of New York, Aaey County (Coart ™)L entered Bovember 16, 2012 {the
1 o Ohveer 1, ars (e bcyuinclata { e “Licpusclator™) o Frontier Indieanos Comnpaey | Fronitier) and, a5 such, had beer
[} wested with &l powers and sutharity expressed or implied under New York Insurance Law (Mnawrsnce Law™) Article 74
in adchtion 1o the powsers and authaority set foeth i the Liquidation Order; (1) wevied with title to all of Frontier's property
coneracrs amd nighes of acrion a5 of thi date of entry of the Licusclaten O and (i) direoved 1o Sguidane Fonters usine
and alfairs in socordence with Insurance Liw Article T4, The Liquidator B, under Imsurance Law Asticle 4, sppointed
Michaed | Canry, Acting Special Depaty Superinberdent fthe “Acting Special Deputy™ as his agent to bgusdabe the busines
of Freitier, The Acting Special Deputy cantiet oot B duties tRenugh the New York Liguidation Bureau, 110 William Street
Hesw Yok, Mew Yook 10018

1L, Thar Liquidiator may deal wath the property and h-\.rt.r--:-\.-. of Frongier in s naere or in the rsmss of the Liquidator,

I All peesauns are fiig
of Frontiers property: (iil] interfering with the Superintendent as Liguidator in the postesion, control or rmna*]a.-"m il I.I'
Frontier's peoperty of in the discharge of R duties; () commencing or peosecuting any actions, lewsuliy, or proceeding
BainA Fronmes of the Sapenntencent as Liguidaon; and (v obtaining prefemnoes, judigrrents, ke of arher e
or making levy against Frontiers property or sy part thersol

V. All parties s permanently enjoined and sevrained from commencing o prosecuting any actions or progesdings, or
oo s colbect on debits of [Udgrnents, agairmt Frortied, The Ligiidator of the Mew York Lepuclation Buseai, thel present
or formrer employess or atlomeys, with respect 1o this proceeding of the diicharge of thelr duties under Insurance L
Artiche T4 in redation to Feontier or this proeeding

W, The injundTions snd nestasings seq forth in paragraphs 5 snd & of the Liguicltion Orger shall ot soply 1o applications
braught befone this Court or sctiond or prodesdings commenced or prosscuted with the price appeoval of this Cowrt,

WL Al parties to actions, kst and special or ogher procesdings in which Fronter i obligated 1o defend a party pursuant
i3 i AL aee Py, Do, CONERCT of athitwine i oined and nestearsed (rom procesding with any applications for
judgrrent or procesdings on settlement o jadgment and the making of all lens, levies or other efforts 1o execute or collect
on debis or judgrments for a period of %0 days from the date of entry of the Liquidation Oeder

WL B peericer, wha Puet REa-party of beve Tonk Cormprebemiive Automaolie rarande Reparataon &2 o Faull) pelicy
holder logs claima againat Fronties aee enjoined and restrained from peesenting and Bling chaims with the Liquidator for
period of 90 days froen the dabe of entry of the Liquidation Geder,

VI, The Liquicates i wirssted with all of Fromtiers rights under all its conteacts aned aqresrments, indhuding o leaes, 1ax
grecments, insurance policiet and employment cordracts, howeses described, unless the Liguidstor expreqshy tenmirates
such comiracts of ageesmieris, in which cawe all Eabily under such conbracts or agreements thall orase and be fioed a5 of
1o it o pETINATION

1. Any bank, savings and loan sssociation, other financial institution or amy other enfity or person, which has on deposit
o i s posseron, cusindy o comvingd of any of Fromtier's funds, scoounts or asets shall immediately, upon the Liquidasor's
st and desction: (1) e cver custody e contred of such Tund, AC0oumts Oof HAsts 1o the Liusdan rafer [l
of such fundi, sccounts or aisets 1o the Liquidas i) change the rarme of sixch accounts ta the name of the Liguidator,
() teervaden funds from guch hank, savings and loan association or other financial insngution to s bank; savings and loan as
saCiation of cehid financial instsution designated by the Liguidanen of (v] ke avy ohes SCHON Necessiry S Dhe peoper
conduct of the liquidation proceeding

A Al peraons oo endities having any property and'or information, including, but not limited o, insurange policies, cliima
Tiber e Treenul G P, 3o Tvwieti prcsram, arfulicn Buedh pegonch crevrsed Ly, beebnagineg 16 20 selatirsy 1o Fron et shall g
serve such property and/or infarmation and immediately, upon the Liguidaltor's request and direction, assign, tranafer, tum
owver and deliver wch property and‘or information 1o the Liguidaior,

N, The Lipiclyter B athorined, permiod and aBoswsed 1o sell, assion of transher amy sed 8l siodks, bonds of ofher seCuiities,
sndl any other persanal property of Feontier 81 macket price or af the best price obtainable 58 private sale, at such tmes and
upon such tenms and conditiorn &, inhis discretion, he deems B in the best et of the coeditors of Frontier, and to take
such stepd a4 iany be Heosdaary 1o efect shd cary out such sales, tanalers and astgtiments.

HIL i the event that the Liguidatorn shall seek 1o sell, sssign of tramder any neal property of Fronties, enter inlo amy agreement
with sither of Frontier Insurance Groug, LLC or Lancer Financial Group, Inc. sndior otherwine sell or dispose o aveets for
Frantier exeeding 52500 00 in vakee, wch wle, msgnment, dugasition, transhen or the efecliverssd of such agieement
shall be subject 1o the spproval of the Court; such appeoval shall be soughs by motion of the Liguidator to the Court upon
notoe to counael for those individuals and entities that sebmitted answerirg papers puriuant to the Order to Show Cause.

AL A st forth i Insurane Law Sectoon 7433, the Liquidaton shall, witkir ity days aled the last day veq fes Sing
claima, maske 5 lnt of aB perucrn whicie name appesrs on the bool and recoeds of the company & policyholders or dalmants
ach person whose name appsars upon such list thall be deemed to have duly filed 3 proof of dlaim prior o the e day set
Tor e Ty o claims

XY, Sabject 8o the provision of rnurance Law Secticn TAXIBHZ) relerred S0 above, in accoedance with Insusance Law Sec
tion 743311, ol persons who may have claims agairat Frontier shall present the same to the Liguidator at the offices of the
M Yoo Liepuiclaticon Buseais, 110 Wik Street, Mew York, New Yok, 10038, Arre: Credinor and Ancillsry Opserations Division,
within foss mantha of the date of entry of the Liquidation Ondes, and proals of claim (& described in Insurance Law Section
T433a%11) may be filed subsequent o the daie specified in irurance L Section T4 330, but, no such claim shall thare
in the dribation of the sdset unell 3 sllowed claims, proals of which weee Bled jor desmed fied pursia 1o Insuranos
Law Section T43HbH) befose such specified date, have Been paid in full with infesest

A, The Liquidasor b authorized 1o pay sctual and necessary admenistrative costs and expenses of Frontier cut the sset
of Fromie

XWL I, within the rehubiitation procesding that has been comverted indo a Bguidation procesding, 4 dlaim was peedousy
actpschrabed and allowed, such claim shall be an allowed claim for the purpoies of the bguidaton procesding without further
Tibreg o prtamiling

X, Thie Inberin Procedure Order and all appoingments made thereunder thall rermain i effect

AWEL Arvy prrson who has a cause of action sgairat an insured of Frongier under a liabilify ivsurance policy Eused by
Fros hal harew The eight ta il 4 claim in the prodesding, iver Maugh the Clam is gontmagend, and wudh (s may ke
sllowed in acotedance with Article T4 of the Insurance Law.

AL, Uredder the direcion of the Count any datribotion of assety, inchuding payment in respect of claims, shall be in accoe
dange with the priceities st forh n Indurande Law Anticle 74

00 The Ligriclator mary at any time make further application bo the Court for such further and different refief as he sees fit

3000, The Court shall retain pisdiction over chis matier for all punpowes

X1, AN comiminications relating ta Frontier ahd 1o the liguidation thereol should be sddredsed 1o Mew York Liguidation
Bureai, |1 0WSllern Street Mew York, Mew York 10038 Attn: Creditor snd Ancillary Operatioes Divislon, (212) J1-6560
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LEGAL NOTICE

NEW YORK LIQUIDATION BUREAU

POrROns or eniithes imenested in the affains of
FIRST SEALORD SURETY, INC.
Notlce Is Hereby Glven:
L, Banjamin ML Lowsky, Supennd
Sarvces of e Stabe of Kew York, has been appoinied
by an oeder (this “Order”), of The Supremss Coun of {
State of New York, Albany County ("Couri "), ersned No
vember 14, 7012 a5 the ancillany recehes |
lary Receiver”) of First Sealord Sorety,
Sanlord™) and, & soch, has been: (i) Authorised and
reched b immed et possegnion of First 'u.n!crh
property and reo
1t are located
&8 powers. and authorty &
SLEANCE Lo Article T4, in dfion L U powers and
i Ordber; Bnd (i) Suthonbed 1o
prs] Firs) Sealond, of &5 pohcyhokd
aid Ly Wi Nni Yior, Prospesety, Casimty
y Fund. Th |¢ Arzillady Recoied P
niche 7, BDEOETD WP

PUSUSNL I
). Carsay, Act
SR 15 his agent 10
£eTy cul P duties a8 Ancilary Recerver, The Acting
rough tha Now
.-.1..'-04 Burnart, 130 William Stroet, Rew York
0030

i} rmnsacting First
POSInG of e POy Of issets of First Seaked that
i o v Yok (i) nderfiening wit
L COivET in 1 possesson, control
agemnet of First Sealond s property or in the
of his dulies
1, Tha Ancillary Receiver may deal with the peopedty and
tusiness of First Soaloed in RS raena of in (P nama of
|h Ane --.-n.-'h,\'- e

n.-_r CONTIen
Of pootedings

r.ﬂ'_.\ TS, Witk ESpECt 1 Ihis procechrg
schange of s ULIES Wrdkes INSLFANGE Law

V. All persons ane permanently e
from chbiaining preferences, pudgmen
othar lisra, of msking &y kevy Apainst First Sealor
property localed i (R Stxte of Mew York of any par
therecl

V1, Al parties o actions, lwsufts and special or o
proceecings, which First Ssalornd, its polcyholders of in
sxeds. are oblifated 1o defend a party or 1o peovide o
defense ol army mabier Agans! ured pursuant 10
L ranGe policy, bor OF Othersse, ane Bn
joined ared restrained fn g with any dscoy
By, OOl procesdings igation 1asks of

1 Saalon that are ko
Stirte of Mew Yook, iSchudng, but ol Bmited
d, underwnting dils, ol files
vil/of Acftwiihe peoframs owried
Iy First Saiiced] shall pivdar

1. afe
1L Ewee e s
i 1 BN Arsilary

SroEEdTy BN/ Of i

ity i extended o the Superintendent i An
of Fi il his Sunressos i ol
ol

Fourerc of (s
1% First Sealond’s Boense o do business in the State of
v York i henety revoked
K. The Ancillary Receiver may 1 any Teme maks furthe
appication o the Court for guch furiher and dfferent
bt s e e it
XL A comimarRcHTOnS Felaling 10 Fem Sealond and 1o
et Buricabiary R oy Prosesda Thsreot st b
Poiressa
Mew Yark Liquidation Buresu
110 Wilkaen Street. 1500 Fioor
York, New York 10038
Sxirc William Schiidt - WSchradBing® ong
BENIAMIN M. LAWSHY
Superintendend of Findncial Servoes of the
Stane of New York 55 Ancillsry Recerer of
First Saalond Suréty,
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weight and close to the obese
level, and my blood glucose was
at a level of high concern, indi-
cating possible diabetes,” Mr.
Merenda said. “It was certainly
an eye-opener.”

Since learning the results, he
now attends the company’s gym
three times a week to improve
his cardiovascular system and
has changed his diet, trimming
11 pounds.

“My pants fit again,” he said.
“Had the company not added
the biometric screening, I would
have been too busy to learn any
of this.”

“We had been doing an overall
health assessment for the past six
years, and as an incentive for tak-
ing the assessment provided
employees a premium discount
on their part of our overall health
care (insurance) coverages,” said
Kristine Freind, AstraZeneca
senior director of employee per-
formance and engagement. “This
year, we added a biometric screen-
ing, as we felt it would be impor-
tant for employees to know their
real risks and real numbers to
determine the right actions. We
had hoped for 60% percent of our
employees to take the test, as the
industry rate is below 50%, and
got an 82% response rate, which
was incredible.”

She added, “We are really reach-
ing all employees, not just those
concerned over their health.”

Once an employee like Mr.
Merenda submits to the health
assessment and biometric screen-
ing, the findings are printed out in
a report card that is then provided
to a wellness coach. AstraZeneca
contracts with Wellness Coaches
USA to administer its program.

“We assign wellness coaches
directly to the workplace to coach
employees, face to face, one on
one, personally, privately and
continuously,” said Matthew R.
Pearson, operations manager at
the Philadelphia-based company,
who works closely with Ms. Freind
on wellness strategy. “Nothing we
do is cookie-cutter. We under-
stand the company’s goals and
then work with employees on
what their health findings indi-
cate and what they themselves
want to work on. Some may know
what they need to do, but need an
extra kick in the pants to do it.”

Doing this  kicking at
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AstraZeneca, among other com-
panies, is Tom German, senior
wellness coach at Wellness
Coaches USA. Asked about well-
ness programs aimed at the
entire workforce, Mr. German
confided the story of a recent
AstraZeneca employee.

“She used to train for the Iron-
man triathlon, but then had a
child and a different work role cre-
ating more stress, and the training
just got away from her,” he said.
“She recognized that she was slip-
ping away and wanted help get-
ting back on track. Just today, she
came in to talk about her nutri-
tional needs. This weekend she is
running a 22-mile race.”

Smithfield, R.I.-based Bryant
University also recognizes the

importance of targeting the entire
workforce. Bryant offers the typi-
cal range of nutrition, smoking
cessation, chronic diabetes and
asthma management and exercise
classes; free blood pressure and
other biometric screenings at an
on-site wellness clinic; and spon-
sored walkathons. Recently, it
altered its wellness program to
focus not just on the physical
health of employees, but their
mental health, too.

“We've learned that employees
are confronted with emotional
and psychological challenges
brought about by aging parents
they care for, financial problems
because of the economy, retire-
ment concerns and just the usual
stressors of life, all of which have
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an impact on their health and
productivity,” said Linda S. Lulli,
the university’s associate vice pres-
ident of human resources. “We
now have what we call a ‘whole
person’ strategy, which we see as
having more long-term, meaning-
ful impact on our medical expens-
es and employee productivity.”
The school’s wellness program
now offers counseling on how to
become retirement-ready or han-
dle one’s finances, in addition to
stress management classes, she
said. “So far, we have found that
our absenteeism rates are down
8% year over year,” Ms. Lulli said.
Metrics at the other companies
also are positive. Ms. Freind esti-
mated that employee productivity
increases at AstraZeneca should

SPECIALOPPORTUNITY
FOR ADVERTISERS OF

TECHNOLOGY SOLUTIONS

account for $9 million to $10 mil-
lion in additional revenues this
year. “We also expect to lower our
health care costs trends by 1% to
2%,” she said.

Of course, no wellness program
can succeed if employees fail to
show up for their health assess-
ment and biometric screening
appointments. The incentives to
boost the turnout run the gamut
from lowering the portion of
health insurance premiums paid
by employees to an idea of Mr.
Sanicola’s—a fitness competition,
which has proven merit for those
young, currently healthy workers
who find no need to take the tests.
“The winner gets cash, always a
good incentive for anyone,”
he said.




24 | December 10, 2012 Business Insurance

CONTINUED FROM PAGE 3

ability to generate any long-term
financial benefits through well-
ness programming, let alone mea-
sure those changes.

“The fact is that you've really
got to have so many different
kinds of data to look at in order to
get a truly meaningful return-on-
investment calculation,” said Mari
Ryan, chairperson of the Worksite
Wellness Council of Mas-
sachusetts and CEO of Advancing
Wellness L.L.C., both based in
Watertown, Mass. “It’s only when
you get to the detailed level that
you begin to understand whether
there’s a cause-and-effect relation-
ship between the programs you're
offering and a reduction of risks.”

In many cases, experts say, the
underlying deficiency in an
employer’s wellness methodology
to monitor financial return lies in
the accumulation of the data
itself, both at the onset of a pro-
gram and at regular intervals after
implementation. As a result,
employers’ evaluations of their
programs often are too superficial
or too narrowly focused to offer a
complete view of a wellness pro-
gram’s total financial value,
experts said.

For example, many employers
use health risk assessments and
biometric screenings, which can
be useful as means of tracking
improvements in health out-
comes over time. But they often
do not correlate those improve-

FALLING SHORT

Employers’ evaluations of their
wellness programs often are too
superficial or too narrowly focused

to offer a complete view of a wellness
program’s total financial value.
Some common deficiencies employers
should watch out for include:

Health risk assessments and
biometric screenings that do not
correlate improvements with
actual medical claims costs during
the same period of time.

Omission of indirect cost drivers.

Highlighting reductions in popular
wellness metrics, which by
themselves are of little use in
identifying an effect on bottom-
line finances.

Isolating sickness-related
absences taken by employees in a
given year without correlating that
data back to the company's health
care plan or some other health-
related measurement. Failure to
do so could result in false ROI
results.

Data: Employers sift stats
to discover wellness gold

ments with actual medical claims
costs—or, for fully insured
employers, premium rate increas-
es resulting from claims filed—
during the same period of time.

“Ideally, you want to be able to
look at claims on the individual
level to be able to map over time
whether there’s been any change
or reduction in claim experience,”
Ms. Ryan said “But that’s often
very difficult to get.”

Another common deficiency in
most employers’ wellness finan-
cial assessments, experts say, is the
omission of indirect cost drivers.
Aside from effects on physical pro-
ductivity, which experts acknowl-
edge is likely to be more difficult
to measure for employers in pro-
fessional fields, they say employ-
ers frequently neglect the possibil-
ity of wellness programs affecting
costs associated with employee
turnover, presenteeism, disputes
between co-workers and other
metrics.

“l don’t see enough benefits
professionals actually taking the
time to show those cause-and-
effect relationships,” said Bruce
Elliott, compensation and benefits
manager for the Alexandria, Va.-
based Society for Human Resource
Management. “It’s a lot of mind-
numbing data mining, but if you
really want to get at the success or
failure of a program so that you
can start making tweaks to your
strategy, you've got to be willing
to do the work up front.”

In the absence of such detail,

experts say, many employers
often highlight reductions in pop-
ular wellness metrics, such as pro-
gram participation and absen-
teeism, as simpler measures of
return on a financial investment.
However, experts warn that those
metrics by themselves are of little
use in identifying an effect on bot-
tom-line finances.

“Participation is a very good
measure of whether or not your
program is attractive to your
employees, and that’s certainly a
level of success, but it’s not a pro-
cess measurement,” said Laurel
Pickering, president and CEO of
the New York-based Northeast
Business Group on Health. “A
number of wellness programs try
to get by on participation mea-
sures as proof that the program is
working, but the more accurate
measure is the clinical data.”

Absenteeism could be even less
reliable as a measurement of a pro-
gram’s financial benefit, experts
say. Even if employers are able to
isolate sickness-related absences
taken by employees in a given
year—an increasingly difficult
prospect, experts said, given the
number of companies migrating
to paid-time-off models—the
mere fact of an employee’s
absence from work due to illness
reveals nothing about the cause of
the illness, let alone the total cost
of its treatment.

“I'm always very suspicious of
that kind of calculation,” Mr.
Elliott said. “Without correlating
that back to the health plan or
some other health-related mea-
surement, you'll start showing a
false ROI because you really don’t
know what’s influencing that
time off.”
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Move away from
claims data silos

Employers struggle
with efforts to learn
from claims trends

By SHEENA HARRISON

Claims data analysis can be a crit-
ical tool in proving the business
case for wellness programs to
senior executives.

Group health, pharmacy, work-
ers compensation and disability
plan providers can supply data
that helps companies measure
savings from their wellness and
disease management initiatives.
However, sources said it can be
tricky to coordinate information
between various vendors that
manage such claims.

“It's not easy,” said Gary Ander-
berg, Philadelphia-based practice
leader for analytics and outcomes
with third-party administrator
Broadspire Services Inc. “It
requires moving away from tradi-
tional silos.”

Claims information can help
quantify how much money is
being saved by improving
employee health, said Dr. Dennis
Richling, Lake Forest, Ill.-based
chief medical and wellness officer
for HealthFitness, a subsidiary of
Trustmark Cos. that provides well-
ness programs.

To measure return on invest-
ment, HealthFitness analyzes
medical and pharmacy data for its
clients’ wellness program partici-
pants. That information is com-
pared with claims data for similar
client employees who do not par-
ticipate in wellness initiatives.

While claims generally have
risen for clients in recent years,
HealthFitness has been able to
demonstrate lower claim utiliza-
tion among wellness program par-
ticipants. The return on invest-
ment, Dr. Richling said, can
stretch from 120% in a program'’s
first year up to 200% in the sec-
ond year and beyond. These
returns include program costs plus
annual savings.

“The message that we're using is
developed to be the type of
ammunition that you can take in
front of the CEO and CFO,” Dr.
Richling said.

In addition to measuring sav-
ings, claims analysis can be used
to help offer wellness initiatives to

injured or unhealthy workers, said
Kimberly George, Chicago-based
senior vice president of the man-
aged care practice and client ser-
vices for Sedgwick Claims Man-
agement Services Inc.

“It could be we identify a smok-
ing cessation opportunity because
it would improve (a worket’s) back
surgery healing and post-op care
of the patient,” said Ms. George,
whose company coordinates its
workers comp, disability and
leave-of-absence claim data with
client wellness programs.

Sources agree that claims analy-
sis is helpful for employers. But
they say it's sometimes challeng-
ing to aggregate claims data from
different sources.

Atlanta-based Broadspire is
working with an unidentified
employer to coordinate its work-
ers comp data with the employer’s
group health, pharmacy and dis-
ability data. The employer, which
has about 28,000 employees, is
using the information to tweak its
wellness and data analysis proce-
dures, Mr. Anderberg said.

Three claims providers are coor-
dinating to provide information
for the employer, Mr. Anderberg
said. While the vendors have
worked together well, he said
provider coordination is a sticking
point for many other employers
that hope to collect and study
their claims.

“The hardest part really is bring-
ing all of those pieces together,”
he said.

Randy Jefferson, Wausau, Wis.-
based director of data analytics for
third-party administrator UMR
Inc., said claims analysis can be an
inexact science when it comes to
measuring wellness program
return on investment.

While such models can help
show wellness program savings,
Mr. Jefferson said they provide
limited insight on employee risk
factors and conditions that could
affect future claims.

“There are so many things that
can impact what somebody’s
health is going to be, and conse-
quently, what their use of services
and what their costs are going to
be,” he said.

Mr. Jefferson recommends com-
panies measure clinical outcomes
and employee engagement in
wellness programs, in addition to
claims data.

Welch gives keynote
at Women to Watch event

Author Suzy Welch was the
keynote speaker at Business
Insurance's 2012 Women to Watch
Leadership Workshop and Awards
Luncheon in New York last week.
She spoke about the concept
behind her book, “10-10-10: A Life

DOUG GOODMAN

Ms. Welch

Transforming Idea.” Twenty-five
women professionals in risk
management, benefit
management and insurance were
honored at the event. For full
coverage, go to
www.Businessinsurance.com/
WomenZ2012.

P/C rates up 5%
in November

Commercial property/casualty
insurance rates rose 5% in
November compared with a year
ago, MarketScout reported.
Commercial property, excess
liability, general liability and
workers compensation rates all
increased by 5%. Surety
increased the least, at 1%. Among
industry classes, manufacturing
and transportation increased the
most with rates rising 6%. Public
entities reported the smallest
increase at 4%.

AIG estimates losses
from Sandy at $1.3B

American International Group Inc.
said its preliminary estimate of
AIG's aftertax losses related to
Superstorm Sandy, net of
reinsurance, will total
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approximately $1.3 billion. AIG
said the estimate reflects a pretax
loss estimate, net of reinsurance,
totaling approximately $2.0
billion. “AlG expects to make a
capital contribution to its U.S.
property/casualty insurance
subsidiaries of $1 billion from
existing, readily available funds,”
it said in a statement.

Bermuda market could set
premium growth record

The Bermuda insurance market is
on track to register record
premium growth in 2012,
according to A.M. Best Co. Inc.,
which said the Bermuda market
posted $40.3 billion in net written
premiums through Sept. 30 of
this year compared with $49.0
billion for the whole of last year.
Although return on equity this
year has been “relatively
favorable,” the market is
“delivering returns at nearly half
the peak level reached a few
years ago, and the intermediate-
term outlook will be challenging
given current investment yields,"”
the report said.

Fewer Texas employers
opting out of comp system

Fewer Texas employers are opting
to leave the state's workers
compensation system, according
to a biennial report released by
the Texas Department of
Insurance. Texas is the only
jurisdiction in the nation that
allows employers to opt out of the
state's workers compensation
system. But employer
"nonsubscribers” that opt out lose
workers comp system protections.
They can, for example, be sued by
employees. “The percentage of
Texas employers that are nonsub-
scribers to the workers compen-
sation system decreased to 33%
in 2012 — the second-lowest
percentage since 1993," according
to the report.

NAIC names
2013 officers

Louisiana Insurance
Commissioner Jim Donelon was
elected president of the National
Association of Insurance
Commissioners for 2013,
succeeding Florida Insurance
Commissioner Kevin McCarty as
NAIC president. In addition, the
NAIC elected North Dakota
Insurance Commissioner Adam
Hamm as president-elect,
Montana State Auditor and
Commissioner of Securities and
Insurance Monica J. Lindeen as

vice president, and Pennsylvania
Insurance Commissioner Michael
F. Consedine as secretary-
treasurer. The new officers will
assume their duties Jan. 1.

EPLI rates up 4.5%
in third quarter

Rates for employment practices
liability insurance increased 4.5%
for the third quarter vs. the same
period a year ago, driven largely
by increases in the smaller
employer segment, according to a
survey by Aon P.L.C. However,
employers still are paying only 93
cents on the dollar compared with
the premiums they were paying in
the base year of 2001.

SEC to charge affiliates
of 5 accounting firms

The U.S. Securities and Exchange
Commission said it is beginning
administrative proceedings
charging the Chinese affiliates of
five major accounting firms with
violating the Securities Exchange
Act and the Sarbanes-Oxley Act
for refusing to produce
documents related to China-based
companies under investigation by
the agency for potential fraud
against U.S. investors. Some of
the accounting firms have
responded by saying their failure
to cooperate reflects conflicting
U.S. and Chinese laws.

Pension funding gap
may be largest on record

Pension funding levels among
large employers rebounded
slightly in November, though
analysts predict year-end funding
gaps could be the largest ever
recorded, according to Mercer
L.L.C. The aggregate funding
deficit in pension plans sponsored
by S&P 1500 employers narrowed
to $607 billion in November,
down $12 billion from the $619
billion deficit recorded in October.

2.8% comp rate increase
urged for California

California Insurance
Commissioner Dave Jones
recommended workers
compensation insurers raise their
pure premium rates by an
average of 2.8% beginning Jan. 1.
The commissioner warned that it
would be folly to overestimate
savings potentially derived from
recently adopted reform
legislation, especially when
insurers are paying out 116%
more in claims than they are
collecting in premiums.
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RABBI TAKES TRIP
T0 JAIL FOR
BAGGAGE FRAUD

Police in South Florida have arrested a
local rabbi, saying a string of insurance
claims he made regarding lost luggage
were not kosher.

Miami-Dade Police arrested Barry
William Kallenberg at Miami
International Airport on last week,
charging him on 73 counts each of grand
theft, false insurance claims and false
supporting insurance documents.

Authorities say Mr. Kallenberg
committed 73 fraudulent transactions
where he falsely reported his luggage
stolen in order to collect on traveler’s
insurance policies he held with
companies such as American Express and
Allianz Global Assistance. According to
the affidavit, Mr. Kallenberg was caught
on surveillance video picking up his
luggage at the airport before returning to
claim that the luggage had not arrived.

According to published reports, Mr.
Kallenberg remains in jail after a court set
his bond at $110,000.

CONTRIBUTING: Matt Dunning, Judy Greenwald, Sheena Harrison, Bill Kenealy
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Bride collects damages
over zipper malfunction

The bride was in stitches, but it was
no laughing matter, according to a.
Long Island, N.Y., small claims

judge.

Nassau County District Judge
Gary Knobel recently ordered
seamstress Dalia Cohen to pay one
of her bridal clients $1,500 in
restitution after the zipper that she
installed on the woman'’s M |
yedding dress split down its seant

wedding

workers $2

trial that the 90-minute delay
forced her to miss her own cocktail
reception and incur a $100
overtime charge from the minister
hired to perform the ceremony.
Ms. Shea’s “nightmare”
continued at the end of the
evening, according to court
~documents, when her family was
forced to rip the dress apart to get
her out of it.
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A letter from an insurance company

had a man feeling eerily like Bruce Willis'
character in “The Sixth Sense."

Alive and well
policyholder
says insurer
is dead wrong

At the end of the movie “The Sixth
Sense,” Bruce Willis’ character learns to
his surprise that he’s dead.

Something similar has happened to
George Johannesen, except in his case
he’s very much alive — at least to
everyone but his insurance company.

According to the Toronto Sun, 59-year-
old Mr. Johannesen was puzzled to
receive a recent letter from the Winnipeg-
based Manitoba Public Insurance Corp.
addressed to “The Estate of George
Johannesen” informing him that he had
died sometime in October.

That was certainly news to him. “I
can't figure it out,” he said.

Unfortunately, the whole situation has
led to complications for Mr. Johannesen.
The insurance company told him his
driver’s license had been canceled the
previous month, and he is worried all this
may result in other complications,
including cancellation of his pension and
other government benefits.

The insurance company spokesman
said the mix-up is unrelated to the
company, but for confidentiality reasons
could not shed light on how the mistake
occurred.

Meanwhile, Mr. Johannesen said he
has spent several hours at his insurance
broker this week trying to straighten the
mess out. While his pension checks have
arrived as expected so far, he still is
concerned future ones may not.

“I don’t know what could happen
= now,” he said.

DEAL T0 BUY MANSION GOES UP IN SMOKE

A Pennsylvania man is suing the would-be buyers of
his $5.2 million mansion after he says they moved in
and burned the 24,000-square-foot property to the
ground for the insurance money.

In a complaint filed last month in U.S. District
Court in Philadelphia, Jerald Batoff claims Dean
Topolinski and Julie Charbonneau signed a purchase
agreement and paid deposits on the “Trumbauer
Residence and Estate” but never intended to
complete the transaction.

Instead, Mr. Batoff said the defendants signed a
lease agreement to move into the residence and
obtained $5 million in personal insurance policies.
Then, he claims Mr. Topolinski and Ms.
Charbonneau set the mansion on fire in April 2012
to collect on a $22 million insurance policy that Mr.
Batoff held on the home.

The suit claims the defendants took several steps
to prevent their alleged scheme from being
detected, such as firing the home’s caretakers and
disabling a security system at the mansion just
before the fire.

Mr. Topolinski and Ms. Charbonneau have sued
Mr. Batoff for $35 million in insurance proceeds that
he received after the fire, the lawsuit says. The FBI
would not confirm or deny whether it is
investigating Mr. Topolinski or Ms. Charbonneau,
according to a report from the Philadelphia
Enquirer.

Mr. Batoff is accusing the defendants of
committing insurance fraud and violating the
Racketeer Influenced and Corrupt Organizations Act,
among other claims. He is seeking damages of at
least $8 million in the case.
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