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Managing Risk In An   
Era of Big Claims
For what seems like forever, million dollar individual 

claims have been rare occurrences. Until recently, that is. 

Thanks to new, mega-cost technologies and a growing 

number of chronically ill, big claims have become far 

more common. Additional factors contributing to this 

trend are the elimination of pre-

existing conditions and coverage 

limits by ACA and the rapidly rising 

cost of specialty drugs. 

While you might expect this to 

curb enthusiasm for self-funding, 

interest by small and mid-sized 

employer groups remains strong. 

We believe this is due to the avail-

ability of stop loss insurance and 

the risk management strategies 

that help keep stop loss premiums 

affordable. A few of these include:

Medical Cost Management: Nothing lowers health care 

costs like avoiding a claim altogether and identifying 

members at risk of chronic illness can often do just that. 

For the chronically ill, which the National Health Council 

estimates at 133 million Americans and growing, providing 

the required care in an efficient manner is what health and 

disease management programs are all about.

Utilization Review: A strong UR program, including  

hospital pre-certification, large case management and 

more, can have a dramatic impact on costs. Since large 

cases and a growing percentage of hospital admissions 

are associated with serious health conditions, the  

opportunity for savings is significant.

Worksite Wellness: Helping employer groups identify 

wellness strategies, evaluate incentives and develop  

positive employee communications 

can yield a significant return on 

investment for your organization and 

the employees it depends on.

Claims Management: Managing 

claims efficiently and being able 

to put the resulting data to use are 

critical today. Not only does claims 

management influence stop loss 

premiums, but access to timely  

information enables a self-funded 

plan to avoid overcharges and alter 

plan designs as needed.

Turn Variable Costs to Fixed Costs: Negotiating with 

providers in advance or using carve-out programs for 

high cost treatments such as transplants or dialysis can 

help contain costs. Pursuing these arrangements with 

centers of excellence can also assure quality, appropriate 

and efficient care. 

As the frequency of large claims increases, managing 

health care risk requires robust capabilities in claims 

management, data analysis and plan performance. These 

are hallmarks of an experienced TPA and key ingredients 

for an effective self-funded plan.
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It’s no surprise that millennials place a lower 

priority on medical care than other 

generations – they’re primarily young 

and healthy. When compared to 

Baby Boomers and Generation 

X, Millennials are also more likely 

to want their employers to play 

an active role in supporting their 

health and well-being, as indicated in 

a recent survey of 2,700 U.S. employees 

and dependents by Aon Hewitt, the National Business 

Group on Health and the Futures Company.  

So, what should managers do to reach millennials?  

Understand their primary motivation is to ‘look 

good’ vs. ‘avoid illness’ – show how poor 

health can impact their energy and/or 

appearance. Use mobile apps, video clips, 

text and popular social channels to com-

municate – and be authentic. Make health 

and wellness programs easy and conve-

nient. Consider things like walking meetings 

and group fitness events. Then, consider bringing 

‘friendly competition’ into the mix through team-

building fitness games and challenges. 

Hospital charges are typically the greatest concern for 

self-funded health plans, but, why are some charges 

so astronomical and what can we do about it? One 

way to avoid potential overspending is through  

prospective and retrospective claims review.  

Most payers do not have the resources and time 

necessary for in-depth claim reviews. They often 

partner with medical management companies, expert 

at dissecting large dollar claims (typically $150,000+). 

These experts utilize skilled clinicians to identify in-

consistencies, overstatements and excessive markups. 

They often have experienced negotiators who work 

with facilities to reach agreed settlements and more 

positive outcomes.  

What outcomes can you expect? A recent article 

appearing in the March 2015 issue of The Self-Insurer 

magazine cited examples showing significant payer 

savings. In one case study, a savings of $394,807 was 

negotiated on a $2,005,998 bill for twin babies who 

spent four months in the NICU. Another example 

highlighted savings of $1,326,672 for a transplant 

patient where 54% of the claim was for pharmacy 

charges containing a significant billing error.

Together with claims management specialists,  

independent third party administrators have worked 

to protect the financial interests of self-funded 

employers for decades. We are confident that these 

practices will continue to yield significant savings for 

self-funded employer groups.
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How Can You Keep 
Your Data Secure?
With all the recent news about data 

breaches, employers are concerned as 

to whether they have taken appropriate 

steps to safeguard their data – particu-

larly health care data. Here are a few tips.

Install proper controls. Your IT expert 

must make sure the company has a 

properly configured firewall. Anti-virus 

software and current patches need to 

be applied to all hardware and software 

and access to data and systems must be 

limited to individuals for whom access 

has been approved.

Provide training. To be safe, never over-

look the basics like the dangers of visiting 

unsafe websites, learning to recognize 

phishing emails, adopting varied and 

complex passwords and blocking 

access to certain websites in the name 

of security. Those with access to personal 

health information must be trained in 

HIPAA privacy.

Include mobile devices. Smart phones 

and other mobile devices can hold plenty 

of valuable data. Employees should not 

be allowed to store or download any 

secure information to a portable device. 

Company phones with email access must 

be password protected and measures 

should be in place to remotely clean 

them of all data if they are lost or stolen. 

While a breach at your organization may 

not make headlines like we saw with Tar-

get or Home Depot, small businesses face 

the same risks and hackers often assume, 

too often correctly, that their controls are 

not as strong.

Getting Millennials  
Interested in Health & Wellness

What Claim Reviews Can Mean

Health Care: A Changing  
Job Market
The pace of health care hiring,  
holding at 2% annually since the 
2009 recession, grew by 2.1% in 

2014, primarily due to a healthier 
economy and a shrinking uninsured 
population. This is good news for 
outpatient facilities and ambulatory 
surgical centers, whose rapid  
growth trajectory is being driven  
by increased demand for routine  
and discretionary services. The home 
health care and skilled nursing  
sectors are booming, fueling greater 
demand for personal aides and 

experienced registered nurses. 

While these facilities are growing as 
more care transitions from inpatient 
to outpatient settings, some  
hospitals – health care’s largest 
employers – are feeling the pain. 
Shrinking margins are forcing many 
hospitals to hold the line on adding 
new employees or reduce head 
count to offset expenses.
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Trends Latest Happenings in Today’s World

Health Care Reform & Regulatory Update

Out-of-Pocket Costs Rising
While health insurance premiums 
have risen more slowly since ACA, 
out-of-pocket costs to employees have 
jumped considerably as employers are 
forced to shift more of the expense 
burden to employees. According to 
a report from Commonwealth Fund, 
annual group health plan contributions 
from employees have nearly doubled in 
the past decade, increasing 93%, while 

the average deductible per person 
has grown 146% during the same 
2003-2013 timeframe. Amidst hopes 
that ACA would alleviate some of the 
financial burden, rising health care costs 
continue to be a major concern for 
many Americans.

Not Enough Time Off
A recent survey of 506 small busi-
nesses indicates a surprising number 

of employees (42%) do not utilize all of 
their time off. Small business owners are 
even worse, with 65% of those surveyed 
working during a planned vacation. The 
survey, conducted by EMPLOYERS, a 
Reno, NV-based workers’ compensation 
insurance provider, highlights the need 
to create a culture of workplace safety 
at these small businesses – starting at 
the top. Owners should take the lead by 
offering healthier workplace environ-

ments and enforcing time off policies 
for themselves and their employees.

On March 27, 2015, final regulations containing a new definition of “spouse” 

under the Family and Medical Leave Act (FMLA) will go into effect. These 

regulations, issued by The Department of Labor, redefine the term “spouse” to 

include same-sex couples who have been legally married in any jurisdiction, 

regardless of whether the state in which they reside or work recognizes  

their marriage.  

This will have a significant impact on employee health benefit plans for two 

reasons. First, because if the jurisdiction where the marriage was performed 

recognizes the marriage, it would be recognized anywhere else, for FMLA 

purposes. It is also important because health benefits are very often  

continued during a qualified medical leave. 

Insight Into DOL Compliance
Since a part of the final FMLA rules validate marriages entered into outside 

of the United States, the regulations seem to suggest that if an employer 

must recognize a spouse for FMLA purposes, they should also recognize the 

spouse for benefit plan purposes. While employers will want to seek legal 

counsel, employers who are revising their FMLA policies will also want to 

review benefit plan language to make sure it accurately reflects the new 

FMLA definition of “spouse.”

How Does Your Plan Define 
“Spouse?”

How Some Employers Are  
Being Impacted

A recent survey studying the impact 

of ACA on 9,950 employers indicates 

a number of changes implemented 

by employers in 2014. Here are 

some of the findings of the survey, 

which was conducted by a large 

benefits administration firm. 

Renewal dates have changed. 

Many employers indicated that they 

moved their plan renewal dates to 

December 1 to avoid immediate 

compliance with all ACA rules taking 

effect January 1. This quintuples the number of December 1 start dates, with 

more than 25% of employers surveyed now renewing in December.

A drop in wellness programs. While ACA drafters wanted to encourage the 

use of wellness programs, confusion over ACA-related program restrictions, 

and federal regulatory action against some of these programs, has had 

the opposite effect. Only 8% of employers with fewer than 25 employees 

offered wellness programs in 2014 – down from 9.3% in 2013 – with similar 

decreases in other employer categories.

Waiting period rules have changed. ACA will limit group coverage  

waiting periods to no more than 90 days. The number of plans moving to  

90-day waiting periods has increased 52%, while the number of employers 

maintaining longer waiting periods has dropped 64%.



Did You Know? New Ideas for Healthy Consumers

Consider these common food myths and truths. 

Carrots improve vision. Only people with  

vitamin A deficiency benefit from eating  

additional carrots, thanks 

to their beta carotene 

content. Beta carotene 

in the form of high dose 

vitamin anti-oxidants, 

however, can delay 

age-related macular 

degeneration – a form 

of vision loss.

Animal fats increase your chance of heart 
disease and cancer. Studies point to higher 

rates of breast and colon cancer, and increased 

risk of early heart disease for those whose diets 

are high in animal fat.

Eggs are bad for you. The amount of  

cholesterol from eating an egg yolk a day  

won’t increase your overall cholesterol or risk of 

heart disease. The American Heart Association 

says patients with heart disease can eat an egg  

twice a week.

With so much talk about the importance of keeping 

your blood pressure in check, how many of us really 

know what the numbers mean? According to a 

National Institutes of Health survey, a significant 

number of people don’t understand their blood 

pressure reading and the major impact high blood 

pressure can have on their health. 

The American Heart Association reminds us that 

while blood carries and distributes oxygen through-

out the body, each heartbeat creates the pressure 

needed to pump the blood through arteries. Blood 

pressure is a ratio that describes the force of blood 

pushing against the walls of the arteries as your 

heart pumps blood. The top number represents the 

Systolic measurement or the pressure in the arteries 

as the heart muscle contracts (your heartbeat). This 

should be the higher number and, typically, this 

number rises with age and the growing stiffness 

of large arteries, long-term plaque build-up and 

increased incidence of cardiac and vascular disease. 

The bottom number should be lower and  

represents the Diastolic measurement – pressure in 

the arteries between heartbeats when the muscle  

is resting and refilling with blood.  

Rising blood pressure causes arteries to over stretch, 

which can damage the arterial walls over time and 

can result in vascular weaknesses, scarring and 

blockage leading to strokes, aneurysms and heart 

attacks.

Parents concerned about a potential link between 

childhood vaccinations and autism will want to 

know that a driving factor behind these concerns 

includes fraudulent research first published by 

Andrew Wakefield in 1998. This research has  

been discredited by failed attempts to replicate 

Wakefield’s findings, and recent studies show-

ing the rate of autism spectrum disorders (ASD) 

remains the same, with or without vaccinations.

What Blood Pressure Really Means

Vaccinations and Autism

Are You What You Eat?

Please Contact Us:  This newsletter is not intended as a substitute for personal 

medical or employee benefits advice. Please consult your physician before 

making decisions that may impact your personal health. Talk to your benefits 

administrator before implementing strategies that may impact your organiza-

tion’s employee benefit objectives.


