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Moderator Teresa L. Negrich: I have the opportunity to be the lucky presenter, the last presenter of the day so
my challenge is going to be to keep everyone awake. I know it’s been a tough day, just sitting is really hard.

I’m Teresa Negrich and I am Director of Product Support and Services at Great West Life. I work in our
group marketing department and I’ve been in the group marketing department since 1998. I’m going to be
presenting today with Paul Coleman who is the Senior Vice President at XN Holdings Incorporated. I’m going to
be talking about trends in health insurance that we study in the marketing department and Paul is going to be
talking about the future of expatriates. So Paul is going to more formally introduce himself because after hearing
the description of what his company does I just thought it would be of benefit to everyone here for him to describe
in a little more detail what his company does. So I’m going to kick off the presentation today and please feel free
to interrupt me at any time with questions.

Okay so as you can imagine, working on the group side of the business there isn’t a day that goes by that
something doesn’t change. Change is just the norm now on the group side of the business so much so that just
recently, as of the end of last year, in my department, I have one staff member who spends her full day watching
what is happening with the provinces, what the drug manufacturers are doing, what other companies are doing,
what are the trends. It just became a full-time job and impossible for me to keep up on all the reading that is
necessary to be on top of this topic. So she provides that level of support for myself to be able to do presentations
like this today. That’s what we do at Great West, just try to keep on top of the changes, how it’s impacting our group
clients and where the market is going. So that’s what my presentation will be about today. I’m going to be talking,
just giving you an overview of the Canada healthcare system, just a really quick overview to try to bring forward
some key points that are very much topics of discussion on the group side based on what the governments are doing.
I’m going to be talking about cancer drugs and I know we’ve already had a presentation this morning. Some of
you probably sat in on it. It was an excellent presentation. I’m going to talk just a little bit more of what’s happening
in terms of cancer coverage in your province. I’m also going to be talking about provincial pricing and how the
governments are now dictating a price that they are paying for the pharmaceuticals for the residents they cover in
their province. We’re going to talk about provincial drug tendering, sustainability principle which is a new principle
that two provinces have introduced in their Medicare systems. We’re going to talk a little bit about generic pricing
and just a few other trends and then I’ll pass the rest of the presentation over to Paul.

So a quick overview of our healthcare system in Canada. Well, the health insurance system is federal legislation.
It’s comprised of 13 interlocking provincial and territorial agreements basically designed to ensure that reasonable



access to medically necessary hospital and physician services is available on a prepaid basis without charge at the
point of service. So the mantra or their objective under this Canada health insurance plan is to protect, promote,
and restore the physical and mental wellbeing of residents of Canada and to facilitate reasonable access to health

services without financial or other barriers. The Canada Health Act also defines requirements that the provinces
need to fulfill in order for the federal government to transfer money to each province to help fund their provincial
healthcare programs. So we all probably studied this when we were going through our group insurance exams, but
the principles of the Canada Health Act are public administration, comprehensiveness, universality, accessibility,
portability, no extra billing or user fees, and that the provinces have to report annually to the Minister of Health.

Now under the Canada Health Act there are some key definitions that are really important to the topics that
I’m going to talk about. One is insured health services. What this means is medically necessary hospital, physician,
and surgical dental services. So the Canada Health Act covers hospital, physician, and surgical dental. Now insured
hospital services are considered medically necessary in outpatient services. So in the hospital, inpatient meaning
the person spends the night and they are on the ward and outpatient meaning there is no night stay involved. So
medically necessary in-and outpatient services such as accommodation in the ward, meals, nursing services, that
sort of thing, tests, drugs, biologicals and use of the operating room, etcetera. So that’s basically what insured
hospital services encompasses. Then another key definition is insured physician services which are medically
required services rendered by medical practitioners. So these three definitions use the term medically necessary and
that’s one term that’s not defined in the Canada Health Act. That causes insurers a lot of problems and obviously
the politicians. It would cause the governments a lot of problems, but for us it’s not a defined term which leaves
it very open and subject to interpretation and a lot of opinion.

Okay Canada Health Act, again many provinces offer programs that extend beyond what the Canada Health
Act wants the provinces to cover. An example of that would be pharmacare coverage. Again Manitoba, I’m from
Winnipeg, we have a pharmacare program which is income based, so if you satisfy the deductible and the deductible
is based on your income, then you have access to 100 percent coverage from the government once your out of
pocket has been satisfied. In Ontario you have the ODB program here which kicks in for people 65 years and older.
Now not all provinces have complete access to these pharmacare programs. They all differ by province and that’s
obviously based on the financial status of the province. Provincial governments have jurisdiction over the
administration and the delivery of the healthcare services in their provinces which means that they can determine
their own priorities and determine their own healthcare budget and manage their own resources. So this suggests
that although the Canada Health Act exists at the umbrella level, as long as they’re abiding primarily by the
principles of the Canada Health Act, under that they can determine their own healthcare mandate. The federal
government sets out the criteria that the provinces must satisfy again in order to receive a full transfer payment.

So now keeping those definitions in mind let’s talk about cancer drugs. Dr. William Hryniuk who is the past
chair of the Cancer Advocacy Coalition of Canada. He has this great quote that he said which is, “tell me your postal
code and I’ll tell you your chances of surviving cancer.” And until I started really looking at the coverage of cancer
drugs or oncology drugs as part of my role in group marketing, I had no idea how unprotected we are as Canadians
in terms of coverage of cancer drugs. What is really sad is that most people are never going to know what their
province covers until they actually probably have cancer and it’s a terrible time to find out. So I hope I can educate
you somewhat on the coverage in your province.

How this came to light in terms of my role at Great West was in 2006 the Ontario government came out with
a proposal that they were not going to cover any new IV, like intravenous oncology drugs. They would administer
them for people in the Ontario hospitals but the actual cost of the medication, which is in a lot of cases with these
drugs because they are biologics; they are very, very expensive, like upwards of between $50,000 and $150,000.
So what Ontario said is we’ll administer it for you in the hospital, we’ll charge you an administration fee, but we
will not cover the cost of your drugs.

Why did they do that? Well what they were seeing were a lot of people going to Buffalo in the United States
and buying the drug there and having it administered in the United States in a private clinic. That’s because a lot
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of these drugs you simply cannot walk into Shopper’s Drug Mart today and buy them. They are just unavailable
in supply. The reason is a lot of biologic drugs, what makes a biologic drug unique is it has a living cell organism
in the drug itself, so they have a very short product life and they need special refrigeration in many cases, and also

a lot of the governments aren’t covering them which means that demand for them is extremely low unless you’re
willing to pay out of pocket for them. So like I said, you just can’t go out to Shopper’s Drug Mart and say I would
like to buy Avastin from you, which is a very popular cancer drug primarily used for colon cancer. So people were
running across into the United States to buy them because at that point you want to live as long as you can and
you’re willing to go anywhere to get the drug. So as a courtesy to people in the Province of Ontario they said, you
know what we’ll supply it here in our hospitals, we’ll administer it for you for a fee, but the cost must be paid by
you. It’s not provincial policy yet but a lot of the hospitals in Ontario are already doing this and when Ontario came
out with this position they also came out with a legal opinion. Basically, what the legal opinion said is that a
province can essentially carve out any service they want on an outpatient basis and that was a fine philosophy to
follow. But really what we as insurers wanted to know is, is this against the Canada Health Act because under the
Canada Health Act they use that term “medically necessary” and that they cover in and outpatient. So who is to
determine that this particular drug is or is not medically necessary for that person and that’s where a lot of the
insurance companies felt that this position that Ontario did take is against the Canada Health Act. Now, it is
happening in more and more provinces and really what it boils down to is it being a public policy decision that
really only the federal government can take a stand on and they haven’t. So what we’re seeing now is the proliferation
of more and more provinces doing this and more and more private clinics being created across Canada to supply
these drugs in the clinic and administer them for people.

U-M: You did say we could interrupt.

Moderator Negrich: Yes absolutely.

U-M: Why, on that one statement, why is it more expensive to purchase those drugs in the U.S.?

Moderator Negrich: Okay, it’s not, the reason why they are going to the U.S. is not because of the expense, it is
because of the availability, like they are not stocked in pharmacies in Canada.

U-M: But why did you say that at a much higher price?

Moderator Negrich: Oh because well the biologics are brand drugs that have just come into the market and in
Canada brand name drugs, the price is regulated by the PMPRB, that’s our regulatory body in Canada. In the U.S.
they don’t really have a regulatory body so the price for brand name drugs tends to be higher because they don’t
have that regulation. In Canada we have the PMPRB which means the drug manufacturers have to supply clinical
data and also their whole investment into the product or the drug, and then the price is set and they have to agree
to it.

U-M:Teresa I believe, non-related, in the context of medically necessary, when you’re talking about drugs that are
actually quite new I think the uncertainty around the efficacy of the treatment is the source for questioning the
medical necessity.

Moderator Negrich: Yes absolutely.

U-M: I would think that if it can be demonstrated through a series of clinical trials over time that they do in fact
save lives, that the argument that it is not medically necessary becomes much, much weaker.

GENERAL MEETING (PD-14) 3

PROCEEDINGS OF THE CANADIAN INSTITUTE OF ACTUARIES Vol. XXXX, No.1, November 2008



Vol. XXXX, Nº.1, novembre 2008 DÉLIBÉRATIONS DE L’INSTITUT CANADIEN DES ACTUAIRES

4 ASSEMBLÉE GÉNÉRALE (TR-14)

Moderator Negrich: Well okay, medically necessary doesn’t mean it has to be a cure. What medically necessary
means is that medically necessary for you at that instant for your particular condition.

U-M: Well what is your source for that position?

Moderator Negrich:Well that’s the thing. There is no definition is there?

U-M: No.

Moderator Negrich: But medically necessary doesn’t to me imply it means a cure but Don thanks for that point
because that is one of the arguments that the government, particularly Ontario, is putting forward is that these
drugs that are coming out to the market, these biologics, which are very expensive and also very unlikely to ever
have a generic drug come out into the market because just the way they are created, they are basically saying they
are not a cure for the condition. Like they are not going to cure people of their cancer. They are end stage cancer
drugs and they only extend life by, some of them, three to four months, but that’s very subjective. You could be
one of the lucky ones and it could extend your life for years. So they are not a cure and that’s why the government
is having a real tough time deciding whether they’re going to cover them or not because just like group plan
sponsors have limited dollars to spend on health plans, so do the governments. And we have this aging demographic
of boomers who are getting older and these conditions are more common as you age, like the cancers etcetera.

U-M: You aren’t getting older?

Moderator Negrich: I’m not. Anyways, so we’re all getting older and they have limited dollars so what they’re
saying is, do I spend the limited dollars that I have and help many people with conditions that are higher in
utilization, like say heart disease, that sort of thing, or do I spend limited dollars and help just a few people. So
that all is factored into the decision and it’s a tough decision.

U-M: I’d like to make one other observation and then allow you to continue.

Moderator Negrich: Sure.

U-M: I do think, regardless of what I just said, right now I don’t actually have a position on whether Ontario
should or should not pay it. I think it’s unseemly that public and private sources are arguing about who should
pay for the drug, instead of trying to debate the issue is it a good thing for someone to pay. If it really has value
then for Christ’s sake don’t argue about where, just get it paid. If it doesn’t then also don’t argue about it but deal
with the issue of whether it has value first and I’m not sure that discussion happens.

Moderator Negrich:Well also when you say, does it have value, again that’s a very subjective judgmental type of
question because value to a mother, a single mother who has two kids really young, extending her life six months
to a year has a lot of value to her but not as much value to an 80 year old, let’s say, so value is very subjective, and
it’s not an easy decision. I definitely can see why the governments are taking this position but it’s just not an easy
one to accept, either, when most Canadians think they have a right to comprehensive healthcare in Canada. So
this is changing for us, this is a trend.

So let me carry on. How do the provinces compare in terms of cancer drugs? So I know you guys at the back
are going to have a hard time seeing but I’ll help you through it. On the left-hand side you have B.C., so basically
this chart is from the Cancer Advocacy Coalition of Canada and they looked at the past 24 cancer drugs that came
out and out of those 24, how many did each province cover. So in B.C. they covered 20 out of the 24 drugs. In



Ontario they covered 6 of the 24 drugs. In Manitoba, for me, they covered 16 of the 24 drugs. So basically, the
coverage of cancer drugs is very good out West and gets progressively less as you go farther east. So the best province
to be in if you’re going to get one of these cancer-related conditions is hands down B.C. Now, on the right-hand

side they looked at the coming new 18 indications for some of these new cancer drugs that are coming into the
market and out of those 18 how many are going to be covered by the provinces. So in B.C. 12 out of 18 are going
to be covered so you can see they are starting to cover less, in Alberta 4, Ontario 3 out of 18 and again, in Manitoba
3. So that’s not very encouraging. Again, the sad thing is people don’t realize this until they get sick, that they don’t
have this coverage.

Just in the essence of time, this is a graphical presentation of the prior charts for those visual people so you
can look at that on your own time. When Ontario took this position of not covering new IV oncology drugs we
started getting a lot of calls from drug manufacturers who were creating these oncology drugs and asking, you know,
does Great West Life cover these drugs if they’re administered in the hospital on an outpatient basis. They weren’t
just calling Great West; they were calling all the insurers to see are the insurance companies going to pay for these
drugs if the province doesn’t. What happened was that some companies were saying yes and some companies were
saying no. So within just a few months we saw the development of 11 new private clinics. They were developed
across Canada. They are funded by Hoffman La Roche which is a really big pharma company and they have
doctors on site to administer the drugs, medical staff, and then they obviously have business people to run the
clinics. So what that does is it takes the expense from the hospital into the private setting or private clinic and once
that administration of that drug is outside the hospital it is no longer even considered a hospital expense. This is
a way for the pharmaceutical companies to ensure their market.

If you have private healthcare insurance through your employer, consider yourself extremely lucky, I sure do.
Typically the group plans that are provided today offer comprehensive drug coverage. Basically, any drug that
comes into the market that is approved by Health Canada and has a valid drug identification number, typically
most plans will cover those types of drugs. But if you don’t have group coverage then you’re in a real dilemma.
Where do you get the money to cover these drugs?. And like I said, I have a chart coming up, they are anywhere
from $50,000 and plus for annual treatment. Well, you could exhaust your individual savings, cash out your RSPs,
second mortgage your house, credit cards, you could put the cost on your credit card, they’ll take a credit card.
That is what’s really sad, the people who don’t have the coverage.

Now this is a great opportunity for critical illness, both individual and group. I’ve been to, I guess, a couple
of presentations today where critical illness has come up and I think in the last presentation the fellow there was
just saying he has seen renewed interest in CI. And absolutely, as an actuary when Great West came out with CI,
I truthfully didn’t see a real need for that product. You know the whole idea of taking your family on the last
cruise, modifying your home, I mean that one has some merit but I just wasn’t a big believer in CI. I have my own
individual advisor who kept calling me and calling me over the years saying, Teresa you have to buy Oasis which
is Great West’s individual product for CI. I just kept saying, you know I just don’t see the need. I have great drug
coverage at Great West Life. My husband he’s a City of Winnipeg firefighter, he also has good drug coverage and
I just didn’t see the need for buying CI. I mean everyone has so much expense as it is just buying their own
insurance, your RRSPs, RESPs for the kids, blah, blah, blah, and she just couldn’t sell me for years. Then when I
actually saw what is happening in Ontario and the bigger picture being with big group employers taking away their
retirement health plans for their retirees because it’s too expensive, with the boomers aging and all the expenses
that employees now have to pay, you know 100 percent on their own within their own company, I just thought,
you know what, I see the need now and this is going to protect me in the future if I ever get a reduced formulary,
drug formulary at Great West Life. I know I’m going to have protection that I don’t have to cash out any of my
savings to pay for some of these conditions that maybe my plan in the future is not going afford. The future today
is not guaranteed to be what you’re going to get in the future and that scared me, so I actually bought an individual
CI policy. This is a great opportunity for group CI because through group CI you can have employees pay 100
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percent of the cost and the employer doesn’t have to pay anything but at least you’re giving employees the chance
to protect themselves and prepare for the future.

What this table shows are all of the cancer drugs Not actually all but at this point in time, those that were high

cost cancer drugs and most of them are, I believe actually all of them, are biologics. So in the red box there are three
drugs there which are treatments for colon cancer. The drugs are Avastin which is the $52,000 annual treatment,
Erbitux which is $130,000 annual treatment and Camptosar which is between $100,000 and $150,000. Now the
important thing to take away from this slide is that number one, obviously they are very expensive. Number two,
that the big pharma companies are diversifying now. In the past the big pharmas used to concentrate on pretty
much one condition. You would know that one company would tend to specialize more in a certain condition,
now they are all diversifying. So if you look, Avastin is made by Hoffman La Roche, Erbitux by Bristol Myers
Squibb and Camptosar by Pfizer, so they are all diversified because what they’re doing is they’re doing the research,
they’re looking at the boomers aging and the conditions the boomers are going to get as they age and they’re
developing drugs to meet that market.

Another thing to take away from this slide, I should have actually excluded this slide, I usually do, but talking
about cancer again the number one cause of cancer related deaths, so deaths from cancer, the number one cause is
lung cancer. Number two is colon cancer, number three breast, four prostate. Now I was really surprised to hear that
colon cancer was the second cause of cancer related deaths. I really expected it to be breast cancer, but after today
watch how many people you are going to meet or you’re going to know someone who has colon cancer. It’s absolutely
amazing and it’s not an old person’s disease. There are lots of young people who are dying from colon cancer and is
it because of the way we’re eating now, too much fast food, the wife being in the workforce and the meals, the kids
are flying out the door to sporting activities and you’re just not preparing the best meals. I don’t know what it is but
it is really scary so keep your eyes open for that and eat your fibre like that one presentation said.

Okay, pharmaceutical focus, so I saw some information in an article that said it is estimated that there are 483
drugs coming out of the pipeline. In other words that are being developed, 25 percent of them are for cancer and
18 percent are for speciality conditions. So again, these companies are doing their research. Private clinics ensure
that the drug gets covered okay, that someone will pay the expense so their sales are not guaranteed but have a better
chance of getting to where their targets are. There is also a movement to oral medications rather than intravenous
because again, if you can get that person to take the medication at home and not by intravenous in the hospital,
it becomes the expense of the person, either in the private plan or their own personal expense.

This slide is, our drug card provider is Emergis and so this is all of the drug claims that they have seen over
the years 2000 to 2006. It’s not just Great West data, it’s all of the carriers that they use - Sun Life and Equitable
etcetera and all it’s showing is if you look to the right it says over $25,000 so that’s showing you the number of
claims that are over $25,000 in the years 2000 to 2006. So in the year 2000, they had 153 claims that were over
$25,000. At the end of 2006 they had 1,906.

U-M: Just to clarify, are these single drugs that cost over $25,000, etcetera or are these cumulative claims over here?

Moderator Negrich: There would be certificates.

U-M: Certificates, okay fine.

Moderator Negrich: So that’s just to give you a flavour that the cost of drugs is definitely increasing. The biologics
are coming out fast and furious and they’re expensive and they are not likely to have a generic.

Provincial pricing, again a really interesting development that the provinces are moving towards and it has
taken us all by surprise so that’s a look at that. The Ontario government again, and I talk a lot about Ontario but
they are definitely a trend setter and we’re keeping our eyes focused on them. They came out with Bill 102, I think
it was in 2006, and essentially what Bill 102 said was in Ontario we have the ODB plan, Ontario Drug Benefit



program, and we cover people age 65 and over. So that is the insurance provided in Ontario. For those people that
we provide drug coverage for we have some new rules and basically what these rules are is that when Ontario pays
for drugs we’re going to cap the price we’re paying because we can. We can legislate and we can make it law and

there is really nothing anyone can do about it. So what they did, they said we’re going to cap the pharmacy mark
up from 10 percent to 8 percent on all drugs.

So let me just go to the next slide and I’ll explain that. When you buy a drug in a pharmacy, obviously there
is the cost of the medication and then around the cost of the medication you have a profit charge. Every company
has that, so you have that mark up in my slide, and then they tack on a dispensing fee so that’s just for the
pharmacist compiling the drug and administering it, giving it to you. So what Bill 102 said is typically we know
that the profit market mark up on the medicine cost, the ingredient cost, is about 10 percent, we’re capping it to
8 just for our ODB people.

U-M: Excuse me, but there’s more, what about all of the R&D, all of the other expenses?

Moderator Negrich: Sorry, I’m not following the question.

U-M: The mark up is just for the pharmacist?

Moderator Negrich: Yeah, sorry. So getting back to this, this is the pricing structure in a pharmacy for a drug. Okay?
So it’s not the drug manufacturer, it’s the pharmacy. Okay, the other thing that Ontario said was generic drugs are
typically priced at 75 percent of the brand name drugs. Remember I said in Canada we have the PMPRB which is
our regulatory body, well they don’t regulate the price of generics, they regulate the price of brands and so that’s a
hole for us in Canada which is why the cost of our generic drugs is so high because we don’t have that body really
looking at the pricing structure of generics. Generics are really just set by a no-brainer formula, 75 percent of the
brand. Well Ontario said we’re only going to pay 50 percent of the brand name drug. They even wanted to go lower
but they got such negative reaction from the pharmacy chains that they just settled at 50 and then, and I’ll explain
this, and then they said rebates are going to be reduced and you have to actually earn the rebate.

So let me go to the next slide again. This is all new terminology that I learned as part of Bill 102. Essentially
this little pricing policy was a secret in pharmacy chains and it just came out as a result of Bill 102. So if you look
at the components of a pharmacy’s revenue, you would have prescription drug sales and that is about 70 percent
of their profit comes from selling drugs. It makes sense. Then they have other merchandise sales like you know your
Kleenex, your makeup, every other little incidental product they have in the pharmacy, so that’s under other
merchandise sales and then they have generic rebates okay.

Let me pause for a second. Now the way generic rebates work, and this is what was a secret that just got
uncovered, let’s say Shopper’s Drug Mart will buy their drugs for all of Canada so each little franchise doesn’t buy
their own drugs. They buy corporately for all their franchises which makes sense because then they can get a
volume discount. Now the way rebates work is say for a generic drug, I’ll just say generic drug A, let’s assume that
the pharmacy thinks they’re going to sell 300 tablets of generic drug A in 2009 okay. So they’ve paid the generic
drug manufacturer for 300 tablets for 2009, but let’s say that they don’t actually sell 300 tablets, they sell 700
tablets in 2009 okay. So because the volume is a lot more than what they had anticipated, they get money back
from the generic drug manufacturer and that’s called a rebate. It’s like volume-based graded formula based on
volume, so as you use more generic drugs the price goes down but then they actually give it back and it’s usually
on a quarterly basis. So pharmacies have always had this extra income coming to them which they really have not
shared with the private sector in terms of lowering the cost of these drugs and a lot of the little independent
pharmacies have really relied on this profit source to keep them afloat. So when Bill 102 was introduced into the
market you know they were predicting that a lot of the small independent pharmacies, at least half of them, were
going to go bankrupt because that little supply of the money from generic rebating was stopped. It significantly
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affected pharmacy chain money, profit, that was coming in the door. And obviously the pharmacy chains didn’t
like it and really rebelled when Bill 102 came out.

So what was the impact of Bill 102? Well like I said the principle of rebating was exposed. I did not know that

it even existed until Bill 102 came out. Pharmacists knew, working in the pharmacy, but it didn’t seem like anyone
else knew. Dispensing fees in Ontario in the pharmacies, they increased immediately by 20 percent. They are
trying to get back some of the lost revenue. Then we start to see a lot of extra billing by pharmacies that if you had
a drug card a lot of the pharmacy stores were asking people to pay $2.50 more or $3.00 and we started to get a lot
of complaints and that shouldn’t happen on a drug card like the cost is the cost and the pharmacy chain shouldn’t
really bill you any more than what the drug card provider sets as a price. So we started to see a lot of extra billing.
We also saw that the cash paying customer, the employees who have a traditional reimbursement plan like a paper-
based claims form plan, they were paying more money and the uninsured person who just goes into the pharmacy
who doesn’t have a plan, they were paying a higher price. The reason that is happening is because when you have
your drugs purchased through a drug card, the drug card provider has reasonable pricing assumed into the drug
card. When you go in and your group plan has a cash or a claim form where you have to submit, so a traditional
reimbursement plan, when you go in as that type of a person or an uninsured person there is no pricing mechanism
and the insurance companys typically that will say that expense for that drug it reasonable or not. So it will basically
pay whatever the cost is. And so we saw the price of those drugs increasing for people. Now we have a couple of
different sets of pricing. We have one price for ODB recipients, another price for drug cards and now we have a
third price for the cash paying customer. So we have a three-tiered pricing structure now in Ontario.

Okay, we knew that as soon as Ontario took this position that other provinces were watching and we knew
that some of them were going to react. The next province a couple of months later that came out with their position
was Quebec. Yes?

U-M: Teresa, could you go back to the previous slide for a second, the conclusions; there is something I’m not seeing
I think. The ODB recipients, Bill 102, did it state how much the pharmacists could charge and say how much the
government would reimburse? So the pharmacist can charge what they used to charge and just the government pays
less and the individual and their private carrier backing them makes up the difference. Is that not so?

Moderator Negrich:No, if you are a recipient or if you are under the ODB plan then that is the maximum price
they can charge to that person. So at Great West Life if we also provide like supplementary insurance we’re not
seeing those costs.

Okay, so Quebec was the next province to take a move and they implemented their own pricing structure.
However they implemented it for public and private sector and Ontario only looked at the public plan, at the cost
they had to pay. Newfoundland followed suit, they are actually going to model Ontario’s pricing structure
identically and they were going to implement that this year in, I believe it was February, but they got such negative
pharmacy reaction that they delayed it one year and they’re going to implement it beginning of next year, so that’s
the third province. Then Nova Scotia looked at their high volume drugs and they introduced some sort of tariffs
on their top 20 drugs. So again, it’s setting the price that they’re willing to pay to these drug manufacturers for the
price. So now we have four provinces already who are controlling the price that they’re going to pay.

Okay, now let’s switch to provincial drug tendering. That’s another trend that is really catching hold this year
and basically what it is is the provinces are negotiating with big pharma companies on the cost of the drug and it’s
primarily just for generics because in Canada the price for a brand name drug is set and there is really no leeway
to change the price. So it always seems to be for the generics that they are negotiating. The Province of B.C.
negotiated a drug deal for the drug called Zyprexa which is a schizophrenia drug and they’ve got 10 or 15 more
deals in the works. The Province of Alberta has announced that they’re establishing a bulk buy policy. They said
something would be out in June but they have not published anything yet, so we know that there is something in
the works there. And the Province of Ontario is tendering certain generic drugs where there are high volume



utilizations, so they are looking at some gastrointestinal, drugs for stomach, diabetes, epilepsy, blood pressure, that
sort of thing. They’ve got four drugs they are looking at and they are having companies tender the price that they
are willing to provide Ontario with this drug. That’s a new shift and again, all that means is there are multiple prices

in the market and because these drug companies are trying to regain the lost profits because of the provincial cap,
we are seeing a lot of that extra cost come onto the employer plans. The provinces can do this because they can
legislate and we can’t. We just basically react to it so that is a huge change in the healthcare market.

Okay, so what is the impact of provincial tendering? Well provinces are legislating usually on behalf of their
program only and not the public which means the result is two different prices and we get the higher price. Yeah?

U-M: I heard that nobody actually responded to the Ontario tender.

Moderator Negrich: The last I heard was that two of the drugs were taken off the list because no one had
responded but I hadn’t heard about the other two.

U-M: It just seems to me the drug companies are calling the government’s bluff.

Moderator Negrich: That could be for sure. Okay, let’s talk about sustainability. So remember we talked about
the principles of healthcare, the universality, comprehensiveness, etcetera, well B.C. added what they call the
sustainability principle. They introduced that in April of this year. Essentially what it means is the Province of B.C.
will respect the Canada Health Act as much as it possibly can, but if it’s not financially sustainable then they just
won’t live up to what they have to do in terms of the Provincial Health Act in offering coverage. That is really scary,
again showing you that whole principle of entitlement is just eroding. That’s a trend for you, the erosion of the
entitlement that Canadians feel that they have access to every drug. Then Alberta announced an aggressive action
plan to improve efficiencies and sustainability of their healthcare plan. So they introduced that with the bulk buy
policy and we’re waiting to hear. Nothing further has come out yet. So that’s two provinces who are basically saying
we’re only going to introduce new procedures, medications, etcetera, if it’s financially sustainable for us.

Generic drug pricing, we had the Competition Bureau do an investigation in terms of the cost of generics in
Canada and what they found was that when they looked at 11 countries, Canada was out of synch with 10 out of
the 11 comparative countries. The cost of our generic drugs in Canada were about 33 percent higher than
everywhere else. Again, that goes back to what I had said that the PMPRB regulates the cost of brand name drugs
and does not regulate the cost of generic drugs. So what they also found is that rebates, so were anywhere between
40 and 80 percent of the cost of the generic drugs and that money was not passed back to us as purchasers of
medications in pharmacies. They kept it as an income source in other words. This all has contributed to an
overinflated price. Now their second report is coming out and we’re hoping that some body of government or
some organization in Canada is going to pursue the findings of this study and somehow get the price regulated
for generics, so that’s encouraging.

Another trend which we hear a lot about is mental health. We dealt with a company, we gave them some of
our, not some, all of our drug data for a couple of years and the company was called Cubic Health and they did a
study not just for Great West Life. They did a study just on mental health and it was for the benefit of all the
insurers and any other company that chose to read the study. I love their slogan which is “there can be no health
without mental health.” So if you’re not healthy here, you’re not going to be healthy anywhere, and how important
mental health is.

So what did the Cubic Health study find? Well they found that employees who suffered from depression had
drug costs 2.5 times the cost of employees who did not suffer from depression. That is staggering and the reason
is because of the co-morbidities that go along with depression.

Let’s just have a look. That’s just the 2.5 time chart so I won’t spend a lot of time there. The co-morbidities,
on the left-hand side the highest bar is neurological pain - headaches, migraines, that sort of thing, anxiety disorder.
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They say that when you’re suffering from depression that a lot of people are having panic attacks and just feeling
very anxious and that’s a symptom of depression so some people are not only on an antidepressant but they might
also be taking some other anti-anxiety drugs. The third bar is sleep so when you are suffering from depression there

are two spectra in terms of sleep. You are either going to sleep way too much so you just have no interest in life
where you’re sleeping all the time, or the other spectrum is you can’t sleep at all. The depression obviously gets worse
when you are sleep deprived. Everyone feels much worse even if you’re not depressed if you are sleep deprived, so
a lot of the co-morbidity cost is just from sleeping medications. Then the fourth bar is mild to moderate pain.
Anyway, have a look at that really interesting study and as you know depression is a huge problem in the workplace
and with disability claims etcetera, so we definitely need to pay some attention to that.

Other provincial trends, privatization. We know that many of the provincial governments are looking at the
value that the private industry brings to their budget concerns, because if people will pay for the cost of a service
done in a private clinic it obviously reduces expenses. We also see a lot of private clinics being developed and then
the governments actually purchasing the private clinics so the insured service still will be paid for the government
but performed in a private clinic. We are seeing private medical clinics and online doctor services where you can
be connected to your doctor online. We also know that Quebec just introduced a bill that if it’s passed would
allow doctors to practice in both the public and the private sector. That is going to be a huge change if it’s passed.
And this is really interesting, the former Quebec Minister of Health, Philippe Couillard, has joined a private sector
company only two months after retiring from politics. He is now a partner of PCP Healthcare Opportunities
Fund which invests in private healthcare businesses with the overall goal to improve healthcare system efficiencies.
So that’s the former health minister of Quebec, he is now working in the private industry looking to improve
efficiencies. Lastly on privatization, a U.S. company launches a NAFTA-based lawsuit threatening Medicare. A
whole group of companies are suing the federal government saying that they are not able to come into Canada to
provide private services because of the Canada Health Act and that this is unfair based on the free trade agreement.
So we’ll see what happens there.

In the essence of time here, alternative healthcare professionals, we know there is more proliferation of
development here. We have pharmacists who can prescribe or extend medications, some nurse practitioners who
are given more authority. I think it is a positive change because it takes some of the strain off doctors and you know
the waiting time to see a doctor. It can only increase compliance and help outcomes, so a positive change.

We know also that some of the provinces are focusing on wellness so that is a great change, a surprising change.
I know a lot of the big insurance companies are promoting their initiatives on healthcare and wellness and it is really
encouraging to see that the governments are actually buying into the policy because you just can’t control the cost
of the drugs by limiting coverage, you actually should work on the whole health of the person, it makes total sense.
So we have Manitoba, they have developed a “workplace in motion” program. We have Alberta looking at disease
management and Ontario, they are implementing a chronic disease and prevention management strategy so that’s
very good news. Another trend is the ban on mandatory retirement so the provinces are basically saying you can’t
make a person retire at age 65. That is also good news as the boomers age that the amount of jobs that are coming
open because of retirement is staggering and there aren’t enough young people to fill those jobs so we need to
somehow entice the boomers to stay in the workforce and so that’s one way to do it. We also know that provinces
are creating electronic medical records. The federal government has a big project underway with a lot of money
backing it so that they are looking at ways to get the provinces to establish an electronic health record for each
person. That’s in the works.

Medical tourism. The last presentation I was just in the fellow there said medical tourism is on the rise. It
absolutely is. I have not seen this documentary by Michael Moore called Sicko, but he says that the Cuban
healthcare system is far superior to the U.S. so if you have time, have a look at that. But we know that there is also
a whole bunch of different entrepreneurial companies who are helping people find where they can go in the United
States to get the diagnostic tests that they need. If you need, let’s say, an MRI and you don’t want to wait, these
companies will help you find the closest source in the United States to provide that MRI for you. They can help



you get there, they can help you with where to stay around the service and they can also help get that test back in
the hands of your doctor, so very entrepreneurial companies out there. And they are just saying that as many as
30,000 Canadians a year travel for different medical and dental procedures.

HPV vaccinations. Again these topics are coming up in some of the sessions but we know that one of the main
causes for cervical cancer in women is because of the HPV virus. So they have come out with an HPV vaccination
and they are basically saying that vaccination is for girls between the ages of 9 to 26. The federal government has
provided money and will provide the transfer payment to provinces as each province introduces a vaccination
program in their province for this HPV vaccination. So I think that doctor who spoke this morning, Dr. Bruce
had said that in Ontario they are vaccinating girls in grade 8. So what is important to know is if your daughter is
in grade 9 then the cost of the vaccination is not covered by the government so they are actually sending public
health nurses into the schools and they are only vaccinating girls in grade 8. So for any group employers who have
vaccination coverage that’s where you’re going to see some of the vaccination costs increasing that is for the
uninsured portion. When Gardasil, which is the HPV vaccination came out, we wanted to see the impact of all
the media hype around Gardasil and so we saw that at July 2007, 37 percent of all of our vaccination claims were
for Gardasil which is the HPV vaccination. That was staggering. We re-looked at it July of this year so it’s down
to 22 percent, but we also know that Gardasil is going to be fast tracked in the United States for women ages 27
to 42. As soon as that happens in the U.S., Health Canada will approve it in Canada and the market will be from
9 to age 42 so you’ll see a lot more women getting vaccinated because of the opportunity to.

Paramedical trends. The number of plan members using paramedical services is increasing and the number of
services that those people are using is increasing. They are predicting that Blackberry thumb is going to be the new
upcoming problem and I can totally understand why. So despite the increase in utilization we’re seeing, I think it’s
really important to promote paramedical services in a group plan and for the following reasons. If you think about
the boomers are aging and any magazine you pick up now, any health show you see on TV, any talk show, Oprah,
whatever, all they are talking about is over 40, staying fit, eating healthy. I really think the boomers are doing a great
job of being aware of their health and exercising and eating properly but we all know that as you exercise, you do
step aerobics, you fall off the step you’re going to be going to the physiotherapist or chiropractor or something.
You’re walking outside; you take just a little tumble off the curb the wrong way, you’re going to a physiotherapist.
So what I’m saying is that although paramedical utilization is increasing it is still a good thing because the health of
people I think is improving and I think the boomers are doing a great job of becoming more healthier. They are
saying the new 50 is the old 40 and I believe it. We’re all very, very healthy and there are obviously downfalls to
exercising and one of them is that we take little tumbles. So that’s my spiel on paramedical services.

Lastly, I showed this slide I think the last time I presented at the conference here. This is updated. I It’s
paramedical claims, all Great West data, and it’s looking at the years 1999 to 2006. The top line is massage and
you can see that massage claims as a percentage of total healthcare claims was 2.5 percent and by the end of 2006
it was 4.04. Physio has actually decreased, 3.79 in 2006 to 3.3 percent. Chiro has increased 2.86 to 3.86. So they
are up and down and I guess the last one to point out is psychologists. In 1999 it was 1.62 and in 2006 1.24 so
it’s actually decreasing which is not very encouraging because again with depression in the workplace on the rise
when you have depression they don’t promote just being on antidepressants, they say that when you get yourself
feeling better the next most important part is to also go for counselling just to try to uncover what the issues are
and why the person is stressed or unhappy or whatever the case may be. So that’s discouraging, the fact that
psychologist claims are going down and that just suggests to me that there is still, a lot of negative connotations
around mental illness and depression etcetera.

Anyways, that’s the end of my presentation and I’m going to pass the last 25 minutes to Paul. Thank you.

(Applause)
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Speaker Paul Coleman: I’m just going to do some quick adjustments here and we’ll move this along quickly. My
name is Paul Coleman. I’m with XN Financial Services. We are a managing general agency that over the course of
the past eight or so years has developed a suite of products that respond to the unique needs of international

assignees, multinational corporations and NGOs who send them on foreign assignment. In the course of doing
so we have amassed a client base that is in excess of 300 multinational entities, 45,000 international assignee
households in over 100 countries. I travel a great deal and I’ve just actually flown in today after having hit a number
of countries. I believe that I have many of those co-morbidities of depression just from jet lag.

Anyway, moving right along here we go. Expatriate trends, basically we’re going to talk about international
healthcare and how it relates when we draw into the realm of international mobility. I’m going to take you on a
bit of a whirlwind tour moving through all the various layers of the upstream and downstream relationships that
you see, isolating some of the challenges and opportunities that are unique to each and then identifying the trends
going forward. But obviously, talking about trends in the wake of recent developments is a bit of a challenge in
and of itself because if you look at Obama’s to-do list here, there is an enormous number of influencing factors
that should have an impact in the near term. Obviously we have a financial sector meltdown, ongoing security
concerns, the economic downturn and collapsing oil and potash prices which would be the specific example here
in Canada. So the emerging trend in the near term is we’re going to see more companies embracing the full gamut
of assignment types. We haven’t really addressed assignment types but you have the typical expatriate and we have
tried to get away from the word expatriate because it really sort of assumes a central position that you started in
this country and you’re going to that country but in reality there are third country national rotational employees,
inpatriates, expatriates, key local nationals and a broad array of extended business travellers. The new one is now
the stealth expatriate we hear about a lot, that employee who has just been going around for so long no one really
knows where they work anymore, pocketful of passports kind of situation. We’re seeing efforts to reduce costs in
the short term; we’re seeing fewer sponsored more voluntary and optional programs which presents very unique
challenges as well. How do you reach out to those households and enable them to make the transaction and
purchase and topping off of their own accord if it’s not being coordinated by an employer? Then we’re seeing, of
course, a hold on new deployments, contracted services as opposed to employment long-term contracts. But there
are opportunities, there is a degree of accelerated knowledge transfer in times of crisis and that knowledge base and
that knowledge transfer is going to be a recurring theme that we come back to.

If I could just get a show of hands in the room here, I suspect you are all actuaries which is terribly daunting
to me because I had a hard time dividing the number of slides by the time allotted without help of pencil and
calculator. I’m going to be talking in very general terms here. As I mentioned, the supply chain of getting these
products to market is very challenging. I know we have advisors and consultants here, do we have insurance
company employees here I would assume, so a show of hands, brokerages, no one, employers? What have I missed?
Expatriates yourselves, you’re all here from another country, is that true? Anyway, don’t hesitate to interrupt as I
move along and identify the various casts of players. We may be seeing the end of the pampered expat syndrome.
For many, many years whatever an expat asked for they got. They lived the life of Riley shall we say. They had very,
very high expectations and that may be drawing to a close. It has been a trend but this may be accelerating that
trend. And then there is a real opportunity for the people who can perform to deliver bottom dollar savings in
efficiencies because many programs are inefficiently managed. The long-term trends as I said we’re going to move
through the various players but we’re going to identify the demographic, market, product, carrier, buyer, consumer
and insurer and then perhaps an eye on the future.

This is a whole bunch of bullet points that I’m not going to go into. Essentially it says that globalization shall
continue unabated. It managed to make it through the horrifying events of 9/11; it’s going to survive the economic
and financial sector meltdown. There is just too much of a momentum going in the right direction so that events
will slow it but not stop it. Demographic trends, well we have an aging population and on average aging population
means older assignees and when you think about the benefit designs and the type of products that are going to be
developed, there is going to be a heavier emphasis on pharmaceutical and perhaps less of an emphasis on the
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evacuation type products that you see when you send strapping youths into the jungles of Central America to
explore for oil which is no longer worth it at what is it now, $80 a barrel? It’s a simple fact there are too few
domestic graduates and skilled labourers in the developed world. There is going to be a substantial influx of foreign

nationals to the developed economies and all the challenges that go with that. When we talk about inpats, I don’t
know how many of you work for insurance companies that have inpatriate products. Everyone scrambles to get
their inpatriate assignees onto the provincial healthcare program after the required six months or the three month
or nine month waiting period, so they can be just like the rest of us and stand in the line and wait 90 days to get
a cat scan in the event that we’re sick or have these provincial programs that are frustrating and that we’re talking
about right now. There is a new trend in thinking that says, the Canada Health Act doesn’t require you to put non-
Canadian citizens on a provincial program, perhaps we’re just doing this out of habit. Perhaps it just seems that
they have to be like the rest of the employees, after six months we should put them on a provincial plan, but it
ends up being in many instances not a very cost-effective way of addressing a serious illness.

We are pulling oil out of the ground faster than you can imagine in Northern Alberta. There are not enough
people to do it. We’ve already drained the Atlantic Provinces and so now we’re bringing people from overseas into
Alberta and we’re telling them, don’t worry, after six months universal access healthcare program, no problem, it’s
nirvana. Well they arrive in Alberta and perish the thought, after the six month waiting period they become ill,
well then they’re advised that there is a lengthy wait at the hospital and that the equipment and the practitioners
that they need to see aren’t readily available and that certain drugs won’t be approved for them it will be out of their
pocket expense. They go back to their employer and they say wait a minute, I didn’t sign up for this. You told me
universal access healthcare nirvana. Oftentimes we see those companies taking those people back to their home
environment, putting them in a five star hotel, paying out of pocket after having scrambled to get people on the
domestic program. Wouldn’t it be better to have a third party pay for this and just put them on an international
program? Obviously, with an aging population you’re going to see, you know, pre-assignment screening is going
to be something of a trend. Care and condition management will be obviously an ongoing concern. Self insuring
those impacts with a catastrophic risk transfer is something that is well worth investigation and discussion and then
taking a renewed inventory of the mobile populations and some of those stealth expatriates. We’re going to see larger
groups and increased overall mobility. People are going to continue to move on an increasing basis and then there
is an opportunity as well when there is self insurance for ASO programs.

Just so you know I didn’t make this up, we’ll move very, very quickly but this is the survey provided by GMAC
about anticipated assignment activity and at the end of the day the big blue bars indicate that most people anticipate
an increase through several types of assignee or the pink bars indicate a constant level and the decrease is the green.
So lots of evidence to support that when we get through the present crises there will be continued growth. Then
when we talk about demographics once again this is the regional expatriate population growth and we see a great
deal of mobility obviously in China, Western Europe and moving on downwards to Africa. Yes?

U-M: Excuse me, when you have these folks coming in and they get the big surprise you said they put them up in
hotels or I’m not sure?

Speaker Coleman: What is happening is you go into Fort McMurray and you come from the Middle East, you
come from Dubai and you maybe a third country national, you may be someone from Australia who has done a
tour of duty as it were in the oil industry in Dubai. You’ve increased your personal wealth, you’ve lived that
expatriate, you know, special life and then Canada’s calling, they need some oil rig specialists and they put you on
a program that is the gaptype insurance that a lot of Canadian insurance companies will provide, that inpatriate
six-month program, just long enough to get you on the provincial plan which is apparently the pot of gold at the
end of the rainbow, the big prize. Then they get on the provincial plan and then they are just like the rest of us.
So should their trailing spouse, dependents get ill they get delivered some very surprising shocking and unpleasant
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news, oh that actually it’s several months before you can get the equipment, the doctor. They just go back to their
employer and say no.

U-M: I’ve just recently come back to Canada. In my business I mean I travel quite a bit just moving back into
Ontario and I think you have to be in the province for six months, I don’t think you can even travel out of

the province.

Speaker Coleman: This is after the six month period. If they get sick during the six months well that gap insurance
steps in and does what it does. And you hope that they, a horrible thing to say, get sick in that six month period
because they’re probably going to have a better program in place for them as international healthcare programs are,
than the garden variety provincial program that we all deal with.

U-M:My point was that for somebody like me coming in that travels quite a bit to work, I may never qualify but
you know when these people come in and get covered. Go to Ontario and look at McGuinty’s healthcare, what is
that extra tax you pay on that, so they’re paying so much more and there are unsatisfactory services.

Speaker Coleman: Oh I know that’s why they go back. They go marching into HR and say, look this is not the
deal and I need to have my dependent spouse or myself taken care of immediately and there is a global war being
waged for extremely scarce skills and labour and they do what those people ask. And these people go back to Dubai
and stay in a fancy hotel and pay out of pocket for medical treatment immediately and then fly back business
class. For the price of that particular trip they could have put a much better self-insured solution in with a
catastrophic risk transfer. The insurers themselves, well when we first got into this business we thought we were
pretty clever. We thought well if it’s a large company with a substantial global footprint with lots of twinkling
lights on the map in the lobby and tens of thousands of employees worldwide, chances are all that’s going to add
up to a large number of international assignee expatriates. After a lot of phone calls we learned that wasn’t in fact
the case. In many instances there is no correlation whatsoever. It is really industry sector driven. Certain industry
sectors have a high incidence of internationally mobile employees and certain don’t. There is not a hard and fast
rule but it’s a very, very good indicator. They are oil and gas, aerospace, biofarm, high tech, ambassadorial, consular,
mining and metallurgical, engineering, architectural, construction, higher education, missionaries, (you can’t be
a missionary in your own country) sports and entertainment, and financial services.

Now a couple of them are odd ducks. Got to be careful here, mentioning no names whatsoever. Certain people
recognize an ambassador’s stint as an opportunity to go to the developed world and get new teeth for you and then
they keep on rotating the entire family through there. Missionaries, it’s hard not to crack. We’ve seen people come
in with suitcases full of money and say we want to get the richest program and we’re going to pay cash up front,
sure. And we’ve seen organizations that we’ve approached and they have said no thank you very much, we’ve taken
care of that, we have our own plan. Oh really, what is that? Well we drag our sick and wounded people to the nearest
hospital and then promise to pay and then after having had the services rendered and procuring the services we thank
them very much for their charitable donation. That will work a couple of times tops.

Anyway, what does the actual household look like? Well it’s a global spread of households. We have high net
worth people with high expectations. The challenges are going to be giving those people as I mentioned before,
care and condition management and the challenges are that these people really feel detached from their employer
whereas myself, you know, I travel a great deal but at the end of the day if I have a dentist appointment and I forgot
the form because I know they gave it to me somewhere and it’s not in my desk I kind of walk over to HR and say
have you got one of those dental form things. It’s all pretty easy to take care of. They don’t have that luxury overseas.
A lot more of the emphasis falls upon the service providers, upon the carriers, and upon the claims adjudicators.
We tend to see a typical household being an assignee overseas with periodic home leave, a trailing spouse that may
stay in the country of origin for a certain period before joining the principal wage earner in the country of
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destination and think hey what a great time to send the kids overseas to go to school. They can study in Paris, study
in London. You’ve got all of these components of one household spread around. The principal wage earner may
travel within a region so the need for truly portable healthcare insurance delivery is paramount and then obviously

to overcome that detachment sense, the extra net and technology outreach is a critical component. The great part
about this is that when you do perform you really outperform expectations. People go through a broad range of
emotions. There is an initial euphoria of this wonderful new environment and it’s a plummeting down realizing
that all of their friends and support networks and where to get a plumber and all of the knowledge they have from
home is not there.

What are the buyer trends? The reason I ask, I’m going to be an equal opportunity offender here, but this is
not my flight plan but anyhow not that far off. This is my very rudimentary diagram illustrating the knowledge
base that goes with various regions about international expatriate healthcare insurance. It starts in this very, very
warm region down here and finishes up here in this cold area. I know we performed very, very well in the UN survey
about countries to live in and our quality of life and we’re nice people and everybody loves us but at the end of the
day, and I’m the most proud Canadian that ever existed, but we really kind of suck in terms of knowing about
international healthcare insurance. What we’re just getting into, the Americans know more than us, the marketplace
is more mature there. It’s extremely mature here, right on from the household, who can tell good from bad, know
what they want, wouldn’t leave home without fundamental elements of coverage to the intermediaries who can add
value, to the corporate buyers who are discerning and sophisticated in their procurement processes. That becomes
less and less the case and everyone is an expatriate in certain parts of Asia, certainly not the case in Canada but we’re
going to be on a steep learning curve but for the particular moment we’re trailing what we see as a more mature
marketplace in Western Europe. You know in Belgium everyone is an expatriate in Belgium. Americans are ahead
of us and we’re catching up very, very rapidly. I hope I haven’t offended anyone’s tender sensibilities. I am again
very, very proud, but we have a ways to go.

What are the challenges? Well when you’re selling these products or developing these products you spend a
whole heck of a lot of time educating the buyer if you are so inclined. Some people figure that ignorance is bliss
and they’ll sell anything, but educating the buyer about the value of something that you believe in is a difficult
challenge when you perhaps should be consulting your transacting, adding value. We stumble across the most
bizarre patchwork of domestic in-house country plans. You go in there and say, I’m going to do international
healthcare. Oh well thank you very much but we’ve got that all taken care of as a matter of fact we keep all of our
expatriates on the domestic program, it’s a lot simpler that way. It’s a lot simpler for you; you’ve just shifted the
entire burden of the mismatch of need and product and service delivery to the household who is going through a
very difficult time overseas, that pre-addressed envelope, postage paid, that you put in the fulfilment kit doesn’t
work from Taipei. Your Ontario toll free number is not going to work from Johannesburg. Your Canadian dollar
cheque in the mail is going to be more of a problem than a help when it arrives in various corners of the world.
Your hours of operation, all of these things, it really comes down to at the end of the day healthcare is a product
that pays when you get sick. If it’s portable, the portability factors are all the administrative and service elements
that go with it.

You can take a domestic policy, true enough you could and some companies do this, take a domestic policy,
they realize that they want to get into the space, liquid paper, erasers; they’re off to the races. They’ve got this
policy, they’ve taken out domestic everywhere and put international, that’s not going to work. So we go and see
other people and they say, oh I know that game we didn’t fall for that, putting them on the domestic program,
we’ve put them on the foreign program. We’re a step ahead of the game. Well no, the foreign program has equal
challenges because now your household, the assignee is overseas, you’re going to get a policy perhaps in a foreign
language, perhaps going to see a whole bunch of people who really don’t understand what they’re trying to do.
The knowledge gap can lead to analysis paralysis. It gets low prioritization sometimes from the buyer’s side, out
of sight, out of mind.
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My favourite is we don’t have any expatriates. I swear sometimes I’ll walk into an organization with our retail
partners, have a little chat about international assignees and they say, that sounds awfully good but excuse me. They
go out in the back and they look around the office, I don’t know if they’re looking for wooden clogs, sombreros

or something but they are convinced that they have no expatriates. Then 30 days later they phone and say, you
know we have 300 third country nationals, do they count?. Yes, they do count. People really don’t have a sense of
assessing what they have. Foreign employees versus assignees versus business travel, or business travel versus
assignment. We kind of have to sort of, it sounds very, very condescending a little bit but after having been to other
parts of the world where people are drilling you with these very sophisticated questions and all sorts of analysis and
etcetera and their intermediaries are you know adding value like crazy, you kind of have to dumb down the message
a little bit in Canada. Hey, if it’s an employee and it moves across the border, give us a call. So then we get, I’m
going on a trip can you help me. Well yeah we can, we do have business travel products but that’s really not our
area of focus and we can’t add as much value as we’d like to or protect your interests as much. Okay, we’ve got a
bunch of Cubans in Cuba, can you help us? Well no those people are in their home country, we’re really talking
about people outside of their home country. Sounds expensive because you start talking about multilingual
capabilities and multicurrency capabilities and 24 hour call centres in three different time zones in the world and
this, that and the other thing and people say, there is just no way I can get that approved, it’s way too expensive.

Well as Machiavellian as this may sound there are many reasons why properly managed international
healthcare programs can be more cost effective than domestic programs. There is a culling of the herd as it were;
you don’t send your 1,900 pound, 79 year old diabetic on overseas assignment. So we’re talking about a healthier
pool of people here to begin with, right away. So the culling of the herd could do well. The second factor, our
utilization rates, if I talk too much today and I get a little scratchy throat and before I go down to the lobby in the
hotel I may nip into a pharmacy and pull out my card or whatever and get what likely costs hundreds of dollars
of things that are paid for by an insurance company. I’ll pop two, I’ll put them in the medicine cabinet and I’ll
forget about them and never take them again. Well if I’m in Kazakhstan I don’t have that luxury so my utilization
rates are going to be a little bit lower. And the third reason that rating and healthcare pricing can be cheaper is that
the net flow of international assignees is from areas of high cost medical to areas of low cost. We’re talking about
emerging markets, if you’re going to the middle of nowhere, well it’s going to be pretty easy to get your arm put
in a sling and rather cost effective as well. The other thing is, because people don’t know how many expatriates they
have and only the big glaring sore thumbs stick out, oftentimes you may be subjecting yourself to anti selection
and under insurance. Opportunities are abundant, mediocrity has prevailed for a long time, it’s time to shine, we
can step up. It’s in a growth market, there are abundant programs out there and a lot of them need solutions for
fixing and there are a lot of opportunities for partnerships and alliances.

Okay, we talked about those domestic programs and it’s getting better. From ORC illustrating these are the
organizations that are keeping the people on the home country plan over the three years shown, increasing trend.
The organizations that are putting people on the foreign plan, assignment location plan, this is a mix and actually
people are wisening up a little bit and saying, okay an international program is a vastly superior solution.
Intermediary trends, again there is a bit of a knowledge deficit. We tend to see the 200 page RFP come out and a
spreadsheet analysis that puts the price at the bottom. Everyone wants to have their branded off-the-shelf product,
we want to have our own product name and our own product design and we’re going to apply the 80/20 rule, okay.
But if five companies want to do that and try to design a program that applies the 80/20 rule it makes 80 percent
of the people who are international assignees which is a subset of the whole population, everyone is going to go
through a very arduous process where the only thing differentiating policies might be the colour of the font. At
the end of the day that 80/20 rule of process that you went through to create this marvellously random and unique
proprietary product of your very own is going to actually be used and applied to less than 5 percent of the cases
that you see. Because at the end of the day there is a whole bunch of factors beyond anyone’s being able to foresee
it, that no product off the shelf with respect to international assignee population that has third country international
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inpats, expats, locational employees, blah, blah, blah, blue collar, white collar, old, young, if you’re going to be able
to respond to it effectively by one of these products.

Oftentimes the intermediaries have a boatload of products and services that they want to sell to large

multinationals and international assignees. They want to have a buzz topic to talk about. They go in, they say
expatriate, expatriate, expatriate, can we do a review of your compensation for your domestic employees. It’s a
door opener, it’s a conversation starter, it doesn’t have the exclusive attention and focus of the intermediary and
then because of mergers and acquisitions and consolidations and turnover and restructuring and blah, blah, blah,
it does get short shrift, low attention. The emerging trend is the boutiquification, say that nine times fast, of the
provider landscape, owner/operators, niche players with focus expertise, agile, innovative, flexible, swift, program
coordinators, these are the skill sets and competencies that you need to have to respond on the international front.

Again, mediocrity of other programs and then the Yahoo effect, these owner/operator profiles, these players
10 years ago, people would say, well they if they look kind of interesting, they’re doing a really innovative thing,
it’s a fantastic product, blah, blah, blah, but I’m going to wait to see if they’re still here 10 years from now before
I start doing business with them. Well read the business page, all of the major companies that have been around
for 50 years are disappearing and all the companies that are taking up the headlines for doing wonderful and
marvellous things are less than 10 years old. I think people are getting to the point where they realize that a
young company isn’t necessarily a bad thing because what you’re seeing is that a lot of these companies, it’s
happening in every aspect of the vendor environment for international ability, tax, people who used to work
with the big four, they were charged out at $600 an hour, they were put in a department that was given some
pencils and pads in the basement and said you’re going to be our international ability group and they realized that
you know they weren’t allowed to pick up the phone unless someone had a million dollar premium account.
Well these guys went out on their own and said well we’ll charge ourselves at $250 an hour and we’ll take care
of all the smaller companies.

Product trends, individual, I know it’s a group discussion but I’m going to go really fast here. Online, online,
online, online, it’s cumbersome; it needs to be as efficiently managed as possible. If you go online technology, self
service slot rated, buffet, cafeteria style, medically underwritten, gold, silver and bronze as long as you pair that
with resources and alliance value added so people aren’t cut loose in space, that’s the way to go. On the group side
lots of challenges, vendor management, TPAs from adjudicators to evacuators, call centres, service across languages,
currencies, time zones and cultures. In certain parts of Europe, “Thanks for your call we’ll get back to you
tomorrow”, is a completely acceptable and reasonable way to do business. In North America it is not going to fly.
You know in the United States, “Hi gent I’m your waiter, I’ll be serving you this evening blah, blah, you know I
just came from…”, and they tell you their whole life story. It’s very different service cultures and you need to be
sensitive to each one.

Regulatory compliance is very, very important. Seamless coverage, everyone wants seamless coverage, that’s
really not so realistic when you have to bear in mind the unique regulatory compliance. You need seamless
administration. The emerging trend is internationally configured service and claims administration behind a
good healthcare product. What is happening, we’re seeing is common domestic enhancements and actions are
going global. Think about this, EAP and all of these various things were domestically configured as retention
strategies to keep your best employees within the grasp of the company. Then you take your best employees and
you send them overseas and all of the things you put in place like the gym membership doesn’t work in the new
country. So we need to recognize that paradox and address it. Then obviously packaging, bundling, market
discrimination and segmentation, putting together products that specifically address the oil patch, that specifically
address higher education.

Opportunities are abundant, a lot of companies in this space used to closely guard their business plan and their
structure and their deployment but once they’re in the space they’ve come to realize that it’s such a difficult thing
to build that it can be exploited now and it needn’t be protected as much. Cross sell on repatriation these people
will once again need domestic healthcare and home and auto insurance and all of this and the cross sell product
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possibilities for property and casualty which are benefit solutions. Portfolio transfer, white label, and we’ll talk
about that on the carrier side and here we are.

We’ve had many occasions to, I’m sorry, I know that a lot of you have got to go, we’ve had a lot of occasions

to speak to domestic insurance companies about double digit profit margins on international healthcare mobility
for groups and they say, people go overseas and they die. Well yes, they do but they die at home too and they’re
actually a healthier bunch of people. It’s really quite unfounded. There is a mismatch of risk profiles and fixed carrier
appetites. Employers want to have one insurer for everything, each insurer is tending to retrench into his comfort
zone saying we just want outgoing, blue collar, young, groups of less than 20. Well that’s not going to really fly in
today’s market where you have all sorts of varied components of the international mobility workforce.
Unpreparedness, a lot of carriers weren’t quite prepared, anything flew before that, people considered themselves
lucky to go on an assignment, if they got healthcare great. Now there are all sorts of additional stress on health,
safety and security. Multiline capabilities are in demand. If they want you to write the health, the life, the disability,
the long term disability, the whole shooting match, it’s very unlikely that’s going to happen. Service is important,
very difficult to establish all the service configurations with the languages and the currencies and the cultures. A
lot of you are already on risk because of those employers who say, we keep them on the domestic program.

The emerging trend, everyone is kind of going through an exploratory phase. Profits are really required, they
recognize that this is a profitable business, how can they perhaps work with another organization to realize gains
without exposing themselves and falling down on service. Then carrier appetites are pretty much fixed on
international, that’s not going to change. Partnerships and alliances and then fronting and risk participation is
another key we see with carriers on the domestic front.

I really flew through this. I know you guys want to go eat or maybe I could have thought of something that
had an acronym that said drink but I couldn’t. But I think the long distance amongst our actuaries, if anyone
wants to work with me on this I’d be thrilled because I get asked about this more often than you could imagine.
If you can crunch all your numbers and do all your pre-screening and put together a product that protects an
organization if the assignee decides to bail half way through the assignment. Why do assignments fail? They don’t
fail because it’s boring work; it’s usually some sexy assignment, a career defining thing. They don’t fail because it’s
not lucrative. These people are paid handsomely. And they don’t fail because it’s not an opportunity for
advancement in the organization. They fail because all the nuisances like dealing with an insurance company and
the claims and the forms and all of this accumulate to the point that someone says that’s it, it’s not worth it
anymore, I’m going home. And no one can predict when that’s going to happen and all of us can try to work at
it, but it costs an organization in excess of seven figures every time someone does that for tax equalization plans
that just went out the window and all of the project delays or mission critical employees etc., repatriations, re-
recruitment, all of the things that go with a failed assignment. What everyone wants to find, somehow, is a premium
that they can pay that will make them hold when the wife and kids say we’re out of here or the husband as the case
may be. And that is a whirlwind tour through the world of international assignment.

(Applause)

Go eat and drink. Thank you very much, Teresa.
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