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Moderator Lucinda Jean McMaster: I decided this is my first time moderating a session here at a CIA meeting, so I thought I’d 
use a popcorn analogy that when five seconds passed and no one came through the door then its time to start just like microwave 
popcorn. We’re here today to talk about what group benefit plan sponsors want. To take you through what we’re going to talk 
about today, first I’m going to introduce my esteemed colleagues here then I’m going to give you little background about why 
we are having this session today. I’m going to speak to the consultant perspective. Christopher is going to speak to the broker 
prospective, and then we have Gerry Beitel here from Canadian Pacific Railway and he’s going to give a case study about the 
flexible benefits implementation and vendor consolidation project they completed in 2002, 2003, and then we should have 
time at the end for questions or comments from everyone.

So brief introductions, my name’s Lucinda McMaster, I am an actuary and health and welfare consultant at Towers Perrin here 
in the Calgary office. I’ve been practicing in group benefits for about nine years and prior to that I had about six years of experi-
ence with an insurer.

Christopher Fusco is a consultant with Donnelly Management Advisory Services Limited. He’s been with Donnelly Management 
since 2000 and works predominantly with clients from the public sector on their group benefit plans and Human Resources 
practices, and he practices in Ontario.

Gerry Beitel, as I mentioned is from Canadian Pacific Railway. He was formerly the Manager of Benefit Strategy and Administration 
which is what his title was when he went down this road with Canadian Pacific Railway, or should I say went down the tracks. 
So they introduced this new flex benefits program and consolidated benefit vendors in 2003. This redesign and implementation 
received CPR’s President’s Award, so internally it was a very very successful project, and they also won a communication award 
from Benefits Canada. There’s some more information there about Gerry with his vast experience in labour relations, benefit 
plans, employment equity and the whole slew of things, and he has a lot of experience speaking as well.

Background – why we’re here: In November 1998 there was a CIA session entitled “employee benefits report card”. It focused 
more on what plan members want. This session is focusing more on what plan sponsors want, however, obviously plan sponsors 
want their members to be happy so there’s a little crossover there. A lot has happened since 1998, obviously with the consoli-
dation of the insurance industry, and the market looks very different today. There was a lot of interest from CIA members in 
this topic. I put here a renewed interest from insurers regarding what plan sponsors want, that this is a personal opinion but I 
found that more recently insurers actually are interested in what plan sponsors want, a little less of the arms folding, saying this 
is the way we do it and a little more interest in what the clients are wanting and a little more flexibility in trying to adapt their 
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programs and their systems to what the plan sponsors want, so that’s very refreshing. And I put the last bullet, a continuing 
desire of stakeholders to share what they want. We’re always happy to share what we want from plan sponsors.

So the consultant perspective as I mentioned in general, I think the insurance industry is doing a good job in meeting plan 
sponsor’s needs and this can be demonstrated by some insurer quotes I’ve provided here. I thought since we didn’t have an 
insurer on the panel, it was only fair to let the insurer have some voice, so what I did was contact a few of my contacts at the 
larger insurance companies and got some quotes from their internal surveys of things that they are doing well, and things that 
they are going to be working on that they’re hearing from clients.

So the Maritime Life survey says 94% of plan sponsors are very satisfied or satisfied with their service. Manulife received very 
high satisfaction scores on their customer service centre and customer service reps. In quarter two of 2003 very specifically, 
Great West Life clients would probably or definitely recommend Great West Life, so that’s pretty high accolades. And also for 
Sun Life, their clients expressed high satisfaction with the flexibility and empowerment of staff to accommodate their needs.

From the consultant perspective, where I think the plan sponsor’s strengths are, are we’re beginning to see more signs of flexibility 
in underwriting and financial arrangements. As I mentioned probably not even more than a year and a half ago, as an actuary, 
as I talked to different actuaries or underwriters at the various insurance companies, I didn’t get a lot of flexibility. It was, “this 
is the way we do it and that we can’t really move on that”. As recently as last year I had a client go to market because of that 
position, and all of a sudden things started changing. So even this particular vendor and the other quotes that came in from the 
other vendors, all had flexible underwriting arrangements and financing agreements, so it was very encouraging, its not just one. 
I am also finding that as we negotiate renewals and that kind of thing that insurers are listening and looking for flexibility.

Moving to the next point, looking for long-term client relationships and adapting to clients’ needs – they’re doing that on service 
levels and on financing, or at least trying. They’re upping staff levels; they are elevating problems to the next level, and I think 
that’s all in support of wanting long-term relationships.

Obviously there are steady technological advancements and increasing Internet capabilities. I think all the top insurers are doing 
that to some capacity – all focusing on different areas, but there’s been really good improvement.

Improving claims admin turnaround time, obviously due to the advancement in technology. And we’re starting to see more 
employee self-service education materials which as you’ll see as we go through is becoming more and more important to plan 
sponsors.

The survey says, so from insurers’ surveys some positive comments. Sun Life clients comment positively of the strength of their 
client relationships, clarity of their communications and courteous professional staff. So those are really positive important 
areas.

Great West Life clients show high acceptance of their service targets. Great West Life did a survey and had service targets for 
everything from claim payment of regular claims, claim payment of complex claims, contracts, everything, and their customers 
are satisfied with those levels. Manulife clients like dealing with a financially stable company with a good public image, so that’s 
important to them.

Now the other side of the coin, current insurer challenges that I see. There’s been a lot of problems attracting and retaining key 
talent. Definitely we can all nod our heads that the service levels have suffered significantly through the merger and acquisition 
periods. A lot of clients were very disappointed because they were happy with the insurer they had, and the reporting they 
had, and the systems they had, and then had to transfer to the new insurer’s systems, reports, contracts. And I can say a lot of 
the marketing activity I have been involved in recently was due to merger and acquisition activity, not only from the insurers 
but from their own company mergers and acquisitions, and consolidating plans with one vendor, as we will hear later on. So 
trying to simplify it, not so many companies are just going to market to test the market anymore. Usually it’s frustration due to 
a service level issue or a financing issue that they just can’t settle and work out with the existing insurer.
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Willingness and ability to enter into performance standards agreements – that’s becoming increasingly a problem.

Development of acceptable contracts and other agreements – really the clarity of the agreement having good wording around 
whose roles and responsibilities on different events in the relationship.

And then finally developing of reporting capabilities. And this is near and dear to my heart especially for post-retirement health 
and dental claims analysis. With the complexity and the different legislations, for example – Fair PharmaCare in B.C., as plan 
sponsors’ plans get more complex, we need more reporting ability to be able to analyze different plan design options that are 
best going to meet the client’s needs. Even going back to the simple just post-retirement claims analysis we need pre- and post-
65, we need by province because of the different legislation. We need by service category so we can analyze the impact of drugs 
versus hospital versus para-meds, especially when the legislation keeps cutting back in those areas. So that area we really need 
a lot of help from the insurers and it’s coming slowly but its still not there.

Back to the basics – pay the claims accurately. We are just, I just can’t tell you enough, the problems we’re having with our 
clients just paying health claims, especially with respect to the integration with health spending accounts. We’re just having 
more and more troubles.

And then on to the next one – elevating these errors to the appropriate people to get them dealt with quickly. Clients don’t have 
a problem when mistakes are made. Everyone’s human and mistakes get made, but elevating it quickly and getting it resolved 
is really what’s critical.

And then finally – innovation. What we’re looking for in that area are things like flexibility – flexibility of retention charges, 
like thinking outside of the box for plan design and reporting. We’re moving into this pharmaceutical/physician management 
industry now, so drug cards linked to pharmacies and physicians. The insurers’ survey covers areas that they can work on. Sun 
Life clients need more support to help educate their plan members, so that’s in line with what we’re seeing.

Great West Life clients don’t agree with their service targets for drug cards. I’m sure we’ve all seen that and are very interested 
in accessing health and dental information, just like Sun clients.

Manulife clients value long term relationships, again in line with what I’m seeing. They want a company that’s easy to do busi-
ness with, and they want a company that honours their service promises. They would like to see improvement in response time 
in dealing with problems, more communication, and faster claims processing, nothing new there.

The future – I think there’s going to be a lot more scrutiny around retention charges. Having charges that are linked to the right 
index. So is it more expensive to pay a drug claim that costs $1,000, versus a prescription for Amoxil for $10? No. Yet the charge 
to the client is linked to the claims charge, so therefore the cost to pay the claim is incurring a higher charge.

Put some bullets here, insurers are posting record profits, technology advances should result in lower costs. I think costs that 
are in line with inflation and wage increases; obviously you have to pay your staff more over time. Those may be justifiable but 
having costs that just artificially increase because of a medical inflation is not necessarily appropriate.

The value proposition – any clients I talk to are willing to pay their own way. They know that over the long term they have to 
pay their way to support the long-term relationship. They do not want to jump from insurer to insurer, and there are not very 
many places to jump anymore, so they want to establish costs, pay in a way that is justifiable over the long term.

There’s definitely going to be an increased prevalence in demand for performance standards, and really will insurers stand 
behind what they say they will do.

Performance standards linked to some kind of penalty and some kind of bonus if the service is met or exceeded. And it’s not 
about the penalty. Obviously the retention charges can be a very small part of, of the client’s business. The client wants the service 
to be done right. There’s more penalty to them when the claim is paid wrong, or the service levels suffer. That’s what they hear 
from all the members. So it’s not that that penalty of $5,000 is really going to make that client happy because you had to give 
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them a refund. It’s really about having a measurement stake so that, quarterly or annually, there are measurements in place so that 
everyone can sit around and talk about how the performance has gone, and are you in line with those measurement posts.

As I mentioned earlier, more reporting capabilities, as plan sponsors are making these difficult cost management decisions. I 
find clients, they don’t want to just cut costs, they don’t want to add premiums for employees. What they want to do is provide 
value. There’s still a lot of surplus in the system where clients are paying for benefits that employees don’t really need.

Consumerism – making sure employees are aware of the cost of drugs, and that there’s a therapeutic equivalent or a generic 
substitute that they can have that they’re getting the same therapeutic value from, they’re not just cutting benefits, and obviously 
everyone wins if it costs less money.

With the legislation that’s now linking benefits to income levels, that might creep into plan sponsor plans as well. Having benefits, 
income-based deductibles, and cost-sharing like the legislative plans.

Tiered drug plans we’ve heard about for a long time but I think they will be increasingly prevalent.

Formularies, again, wanting to pay for certain drugs and not others, we are all becoming pharmacists.

And then drug utilization reviews, as these costs are becoming more, hitting the plan sponsor’s books, drug utilization reviews 
are becoming more prevalent because they want to find out where their dollars are being spent.

And then finally more plan sponsor and member self-service. I think what we found is that obviously the demographic distri-
bution of people wanting more and more employee self-service is diverse. Your older populations still aren’t quite there, but as 
the younger population moves forward, employees want more and more of self-service.

I’m going to hold questions until the end of the session. So our next speaker is Christopher Fusco from Donnelly Management 
Advisory Services.

Panellist Christopher Fusco: Good morning everyone. I’m going to be addressing a bit of a different issue, not so detail-oriented 
as to what Lucinda went over today. What we’re going to be going over, specifically, is that a new relationship between the 
insurer and the employer needs to develop.

Under your traditional view or system that exists today in the insurance industry, you’ve got a customer and a vendor. An 
employer simply views the insurer as a vendor for benefits. A consultant has simply gone out in the past on cost containment 
exercises, and shopped the benefits around from insurer to insurer, in an attempt to find the lowest bidder providing the ap-
propriate benefits and reduced costs. The insurer has in many ways supported this environment in that predatory pricing has 
existed in the past in hopes that the client will be won, and future expenses can be recouped in future years.

A primary example of the environment that does exist today is the method by which insurers rank themselves and produce 
reports. Consistently we see reports that come out that talk about quickness of claims processing, how well an implementation 
went, customer service responsiveness and internet capabilities. Completely ignored from this is any measurement criterion that 
focuses on the business relationship between the employer and the insurer. The reason why this relationship between insurer 
and employer needs to change is that fringe benefits are no longer fringe.

Currently we’ve got group insurance plans that are roughly 5% of payroll. As costs increased on EHC by as much as 20%, 
dental 15% and LTD as much as 20-30% depending on experience, we only see salaries increasing at a rate of roughly 3% per 
year. Over the next ten to 20 years, we’re going to see a situation where benefits, as a percent of payroll, are going to approach 
between 10-15%. This is going to be further exacerbated by the fact that we have the baby-boom population at a point in which 
their consumption of the benefits program and health care system is going to strain all plans that exist.

The customer-vendor relationship is one that needs to be replaced with the relationship of partnership, a partnership between 
the employer and the insurer with a common goal. That goal being cost containment. Moving towards a common goal between 
the insurer and the employer will require a change in roles for both insurer and employer.
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I’m going to quickly go over two areas that will specifically require a change in role from the insurer. I’m going to start with 
extended health care reporting, and then move onto disability management.

If the goal of the two partners is to contain costs, we have to move to a point at which the reports that are being produced are 
not only historic, but also prescriptive. We must be able to tell our employers not only what they have spent their dollars on, 
but why those dollars were spent. This will allow the employer to start addressing issues of wellness among their employee 
population. Once the employer is able to address wellness issues among their population, they can truly begin to contain costs 
that exist within a benefits program.

As insurers, you possess invaluable data for an employer with reference to the wellness of their employee demographics. The 
wellness of an employee population is extremely important to the employer, as it affects things such as productivity and ab-
senteeism. Although the employer does have access to pieces of information that they may receive from employee assistance 
programs, the information that the insurer has with reference to extended health care usage in a non-invasive manner can be 
used to produce prescriptive reports. The slide you see here is an example here of what I’m referring to when I talk about a 
prescriptive report.

At Donnelly Management, one of the things we do is we assess pharmaceutical usage at each organization we work with. We 
assess not just the top ten drugs used or top 50 drugs used, but all drugs used. These drugs are then broken down into thera-
peutic groups.

What we’re looking at here is that we compare this organization to a benchmark group of similar demographics and benefit plan 
structure. One of the things you’ll notice in this example is that there is one category that is much higher than the benchmark 
group.

The categories we create are categories that can be used to indicate wellness among the population. This particular category 
showing 101% increased usage compared to the benchmark was for anti-depressants, sedatives and hypnotics. None of you 
will be surprised to learn that there was subsequently a series of mental and nervous claims for long term disability among this 
organization.

We track these types of records year in and year out among the organizations we work with, not only from an employee perspec-
tive, but from a spouse and a dependent perspective as well. This will allow the employer to accurately assess the wellness that 
exists amongst its population, and implement wellness programs to truly start containing costs among the benefits program.

With reference to disability management, the first thing that needs to be addressed is the removal of the term, “long term”. The 
name “Long-Term Disability” reinforces an expectation of longevity of each and every claim. This expectation of longevity is one 
that applies not only to the claimant, but is something that is inherent in the claims processing system amongst insurers. Each 
and every disability claim that comes in should be viewed as having a return to work date attached to it. There are obviously 
certain instances where there is no return to work date for long-term disability, but if we take the approach that every claim 
filed has a potential return to work date attached to it, the entire mentality behind disability management will be changed, away 
from long term to short term.

The incidence or durations that exist for long term disability claims are often a function of Human Resources practices that exist 
within the organizations themselves. One of the things that we do at Donnelly Management is a bit of a Human Resources audit 
practice, to try and address any situations in which the organization may be vulnerable in their HR practices to disability claims. 
Some of these areas are absenteeism, hiring practices, change management, even going so far as to have accountability under 
managers to ensure the absenteeism rates for their groups are kept low. Now insurers are more and more starting to become 
more involved with long term disability claims prior to the actual claim being filed, with early intervention practice. This needs 
to continue into all aspects of an employer’s organization, so that we can completely begin to contain cost.

Insurers need not become complacent because it is a sellers market, especially with long term disability, given all the acquisitions 
that have taken place in the past years. You need to partner with the employer. Each and every organization out there could be 
faced with a situation where they will no longer be able to provide benefits for their employees as a result of increased costs. 
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This is especially true on long term disability, in which several claims could hit of the mental and nervous type, moving the 
costs three to four times higher than where they’re coming from.

We need to proactively engage in early intervention with these employers and support them in the process right from the begin-
ning of the first absence to the end. This will allow us to ensure that all employees who can return to work do, and don’t strain 
long term disability programs. Thank you very much.

Panellist Gerry Beitel: Hi, my name’s Gerry Beitel, I’m here as a Client Sponsor from Canadian Pacific Railway. I have a bit 
of an interesting perspective and story to tell, as obviously we’re a large company. Canadian Pacific Railway is best known as 
Canada’s first transcontinental railway, providing rail and intermodal freight transportation service. Total revenue 3.6 billion 
dollars. We move goods from west to east coast, so we’re broad; we’re all across the country, we’re into the U.S. as well all the 
way down to New York.

Our employee population, we have 14,500 active employees in Canada. I’m just going to focus on Canada primarily today. We 
have non-union employees, approximately 3,500, and 11,000 union employees under seven different collective agreements. 
And each of them has a different benefit agreement that goes along with it, so you get quite a lot of complexity when you’re 
dealing with unionized different agreements, and non-union as well.

Geographically dispersed in major Canadian centers in Calgary, Montreal, Toronto, Winnipeg and Vancouver, we also have the 
small areas like Shoal Lake, and Scriber or Revelstoke and Golden, so you can imagine the communication challenges to get out 
the information when you have all these different agreements with all these different people in all these different locations.

The benefits for active Canadian employees were about $40 million in benefit expenses for the contractual health and dental, 
and life insurance. That’s not including the US benefits, or the post-retirement benefits, or the optional life. Contractual and 
non-contractual, our total benefits cost is about $250 million. So as far as a big block of business, we’re a pretty sizable company, 
and we were able to leverage our relationship with our clients.

We’ve been getting good service from our providers in the past, so I would disagree it wasn’t the fact that we didn’t have good 
service when we looked at going to market with our benefits. But it was the fact that we’re facing challenges as an industry.

The health care costs are rising 10-20% in all areas, you’ve got new legislation, new complexity, governments are off-loading, it’s 
a challenging time. So to address some of these challenges in Canadian Pacific Railway, we looked at doing a couple of things. 
For the non-union programs we introduced flex benefits in Canada for 2004, and one that moves to a more defined contribu-
tion base, so that’s helping cap our costs and introduce, we had cost-sharing before, this introduces a way to cost-share on a go 
forward basis with our employees, and give them more power and flexibility to choose what they really want as far as benefits. 
So it matches an employee’s needs, it matches our needs as a company as far as cost containment, and we could tailor programs 
and offer new innovative things like health spending accounts, which are more tax effective, as opposed to something like life 
insurance which is not a tax effective option. So we did changes, and flex benefits was the right way to go for us, so we were 
facing that challenge to introduce it for this year.

The union programs – we had a traditional benefit package, but again we were facing significant cost pressures as far as long 
term disability, short term disability, managing those costs. (Inaudible) is the new back injury and you’re seeing a lot of cases 
along those lines. So a lot of pressure we were facing on the union side, we needed to address those costs as well.

We had six different benefit carriers and specialty vendors for active benefits, and we also had past insurance agreements from 
past benefits, so we’ve basically dealt with every different insurance carrier out there in the business. So we had the history 
and knowledge of the different carriers, and again it wasn’t… we were getting the disability reports, we were getting the drug 
reports, we were able to do comparisons, we were integrating it with our wellness programs. We still felt there was something 
more that we could get from it.

Benefits programs had not been seriously reviewed in over ten years, so what we did is we knew we needed a vendor for our 
flex benefits for people to enrol online. Also as far as the different flex options, we called it mid-line, short-line, full-line. We’re 
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a railway company - it worked for our business. But we needed to address that as for the different benefit design, and we also 
looked at the six different benefits carriers, and our employees were confused as far as where to get information. We were doing 
a lot of the communication internally, a lot of the call answering internally.

We thought there could be some efficiencies from possibly consolidating. We also felt there could be efficiencies by having all 
the business possibly to one carrier, bigger blocks, larger scales, and larger efficiencies. So we issued an RFP in 2003 to assess 
potential vendors for flex benefits and vendor consolidation opportunities as part of a broader benefits strategy. This wasn’t it, 
there’s a whole bunch of other things. I got a paper that outlines the things that we did, it’s got to be a cohesive factor. You can’t 
look at your insurance carriers and say you’re going to cut off the administration fees, because your biggest costs are not the 
administration fees. Disability costs – if you get people back to work sooner, you’re going to reduce your costs a lot more than 
renegotiating your deal. So it’s got to be part of a cohesive strategy.

We looked at the Request for Proposal (RFP). We wanted to assess potential vendors for flex benefits and vendor realignment. 
We did want to look at cost saving opportunities, reducing administration charges, vendor consolidation, if there were oppor-
tunities through the volume. We also wanted to look at the best practice areas. Service levels – getting improved service levels, 
especially in the disability areas. Technology – a whole bunch of new technology as far as people being able to access claims 
information on the site, health information, wellness information; claims forms so that there’s less contact; account management 
and administration.

We had eight objectives with respect to flex benefits and vendor realignment. The first was to reduce or maintain our program 
costs. Two was obviously obtaining a flex benefits administrator. It was 2003, we’re rolling out in 2004; we had to get on it. 
Provide employees with the flex benefit program that best suited their individual needs. And we had a customized flex program 
and we did some different things. One thing, we had a standalone travel insurance program that we got rid of our out of country, 
and people could buy a standalone travel insurance that has trip cancellation, luggage protection. Something new and innovative 
because we found our employees; they didn’t really know about the out of country and they’d go out and buy insurance anyways 
on top of what they had. So it was something that we could move back but give them a better option at the same time.

So we were looking for some flexibility as far as the vendor who could handle a program that was tailored to give the employees 
the maximum value for their flex benefits. Provide employees with tax effective methods of spending their benefits dollars. I 
mentioned already an example of life insurance; it’s a taxable benefit. Health and dental is not a taxable benefit, so if individuals 
have the choice of moving from life insurance to a health spending account or health and dental, it is basically good for our 
employees. We achieved about $100 savings per person that they realized directly. And we needed a company that could dial 
up and down as far as being aware of the tax effective methods, and how to actualize them in the programs. Creating a culture 
of user awareness in how you spend health care dollars - too often health care is invisible to employees - is making it upfront 
so that people understand what the benefits are and what they cost.

Improve service delivery to employees – very important to us because you always hear about benefit issues coming up in union 
negotiations. I do main table labour negotiations as well, and that can result in labour stoppages, grievances and so forth. What’s 
more, it’s the right thing to do, as we want our employees to be productive and focusing on work, not focusing on benefits. 
Want to make it very simple and easy for the employee.

Reduce supplementary support of benefits programs by CPR. I mentioned that we were supporting it with call centre support 
and other individuals who were involved in the benefits. With six different carriers, it was quite complex, and a lot of touches, 
and employees would call one carrier, then they call CPR, call another carrier, call CPR to see if they actually got the right answer, 
and call the carrier again. So it’s going back and forth. It was wasting our time and it was wasting the carrier’s time as well. We 
wanted to identify the best methods of service providers for CPR union and non-union benefits. When we went into an RFP 
process (Request for Proposal) we didn’t know if we’d go all of the business to one company if that was even possible, chunk 
off the WIB STD, all the disability together, have it different for health and dental or chunk off the different unions; have one 
union group with one company, another union group with another company, non-union with another. There’s lots of different 
ways that we could’ve grouped things, and we had to identify what was the actual best mix.
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Our timeline for a process, December 2002, we went out to 16 benefit carriers - nine major and seven specialty. Obviously 
there’s been a bit more consolidation since then. January 20th, 2003, the benefit proposals were received by the carriers. We also 
went to tender on our flex benefits administration, and we went to the Towers, the Hewitt’s, as well as directly to the Sun Lifes, 
and the Manulifes and the Canada Lifes as well, because the flex products from the insurance companies directly are coming 
on board, and they’re coming on board fast.

We had our proposals and we had a cross functional team, so we have five people on this panel to evaluate the proposals, 
so we got independent assessments. We short listed the vendors’ presentations for both the flex and the benefits. We did site 
visits, we actually went out to the companies and this is the ground meeting the rubber, it’s can you actually deliver what you 
say you’re going to deliver and what’s attitude, and I’ll go into that a bit more. We made recommendations in April of 2003. 
April 2003 we also did the selection and announcements, and did the carrier debriefs, and there was so much effort put in by 
the carriers, it was the right thing to do to go back to them because they all did a great job. It wasn’t a question of that any of 
the major carriers couldn’t have done a good job; it was looking for what was right for us. And what we were looking for was 
price, obviously – a high factor for companies – combination versus single benefits, price guarantees, best price for the service, 
not necessarily the lowest price. If the person’s going to just process disability claims, put them through without any review, 
without contacting employees on a timely basis, it’s not helping anyone. So sometimes you don’t want the lowest price, you 
want the best price for the service.

Technology, robust systems, easy data feeds and transfers. We were concerned about legacy systems, especially with some of 
the consolidation.

Flexibility – we wanted flexibility in the system, we had some problems with that in the past.

Reporting – we wanted improved reporting, employee access to online data; our account management and administrative 
capacity. We assessed the different capacities of the insurance carriers as far as the vendor relationship. Having that long-term 
relationship, having a person that you can go to to explain, work as partners, is what you’ve said is very critical, and that was 
one of our key criteria. If a company didn’t have the experience, obviously they wouldn’t be in the game; we’re large, we’re 
unionized, and also the non-union as far as flex benefits.

Service level agreements – we looked for guarantees as far as claim payments, case management fees at risk, call center response; 
communication.

And here’s where we pushed the envelope – we looked for customized communication and the ability to get the message out to 
the employees, and that was very key is how can the employees become informed. And we wanted the insurance carrier to be 
the lead as far as doing the communication.

Implementation and transition – to have a team in place on behalf of the carrier, that they are going to follow timelines, they’ve 
had previous experience of moving large business, 40 million worth, from an existing carrier to themselves, was also a critical 
thing that we reviewed.

We had the finalists presentations, we short listed five vendors who received site visits, two insurance companies and benefits 
administrators, three flex benefits administrators, we did a site visit, disability manager and disability process. We lumped that 
off because getting there and reviewing their processes is key. We as a company looked for those solid processes; how long is 
it before they have the first contact to the employee, when is a follow up. You’re right as far as saying you can’t always have a 
return to work date, but you definitely want a follow up date as far as when their next assessment is going to be. So looking for 
those were key things that we had as our disability manager review process.

Call Centre – are the employees engaged, are they happy to be there, are they going to give the best service to our employees.

Technology – demonstrate that they can do the claims processing and efficiently.

Flex benefits enrolment – we were looking for that. Can they actually do it with the technology?
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Implementation – again we met the team; we sat down with them, looking for a cultural fit between our groups.

We were quite thorough as far as what we looked at, and we looked for a service level agreement, a solid one that had commit-
ments around turnaround time.

Call centre claims turnaround, adjustments, corrections – we looked for how they do call centre information knowledge transfer, 
WIB and return to work processes, and standards around that. Health and dental financial accuracy, paying claims right, you’ve 
got to get the basics. STD and LTD insurance fees at risk – having fees at risk was an important thing.

Account management service – we mentioned regular meetings, local presence and account manager, it helps. Flexibility, will-
ingness to work with CPR, is a big thing. To have the insurance carrier say “this is the way it is” doesn’t cut it if you are losing 
like hundreds of thousands of dollars on specific issues. It’s a question of we need change, when is it going to happen.

Experience with flex programs, income tax forms – you mentioned the different provincial regulations, and there’s more com-
plexity.

Indemnification – if a company screws up is that they’re willing to step to the plate and say “we made a mistake and we’re going 
to honour it and put our wallet behind us”. Technology; robust systems, flex benefits, online enrolment tool, able to handle 
CPR’s plan, abilities to talk to our HR systems, and provide reports on flex enrolments so that we can assess what is being used, 
what isn’t being used, and look at our options. Implementation: timely, well documented; experienced dedicated team, com-
munication plan, ability to customize, willing to pay costs for communication, and also have claims, forms and explanation of 
benefit forms better, real easy and clear to understand.

So what made the difference for us? We went ahead and we consolidated all our business with one carrier. And the reason why 
is they had the full benefit solution; they had the full package at a single source of contact for employees including in the flex 
enrolment. So we didn’t have to send our data to a third party contractor who then sent it to the benefit’s carrier. They actually 
did the full flex benefit online enrolments so it fed directly into the claims processing system. All our benefits, as far as short 
term disability, long term disability, health and dental in Canada were all under one roof, so we could say to the union and non-
union employees; “you got one number to call, here’s the number” and it made communication a lot simpler.

Increased efficiencies for CPR – by having a single point of contact, we also had the carrier who was successful. They were taking 
on the calls as far as answering questions about our benefits plans. We were able to reduce two full time bodies which equates 
to about a hundred thousand a year because of that. So we had the increased efficiencies through the better communication 
and the consolidation, the simplicity of the plan. We had lower overall costs of administration, just the straight benefits admin-
istration. They offered superior benefits delivery solutions and that was in areas like the WIB. Where for example we used to 
have no adjudication, we had to coordinate a program with our EI program, so people would go on short term disability for 15 
weeks and EI, and then they’d go back onto short term disability. We used to have no follow-up during that 11 week EI period, 
so with this new company they had follow up, so it was a continuous process for the disability management which was great 
for us. So there were some better benefit solutions.

Best service for employees and strong references – we called around, we got other companies. Long price guarantees, we went 
for a three year agreement which is beyond the typical; well-trained call centre and other staff.

Value-added services – things that they were willing to do extra, an actuarial person being available for main table union ne-
gotiations. Scaling was an example, is we were looking at capping scaling. Actually the actuary suggested that this might be an 
opportunity for our plan is to cap scaling. We didn’t have that cap before, and she was also available during negotiations to say 
“this is what it’s going to deliver as a benefit to the company”, and had to be available to the unions because we’re open and 
honest. We share that information with the unions; we say “this is how much it’s going to reduce our costs”. It’s pretty painless 
to the employees and it’s a trade off, but it’s got to be done if we’re going to be a successful competitive company. So that’s part 
of the value-added services that was very helpful and much appreciated and made our decision easier.
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Willingness to put fees at risk based on meeting service agreements, strong communication support including internet access 
for employees. And these are a couple of examples of before employees had their big thick labour agreement to go through, now 
they have something called benefits at a glance, where it outlines what they have for annual deductibles, prescription drugs, 
in a very clear and easy format that they can take away and we can update easily, actually the carrier updates easily, whenever 
there’s a new contract change about once every two, three years. So this is part of the improved communication support that 
we were very impressed, that the company was actually willing to do that.

This is an example of the flex benefits brochure that was created. Again very easy for people to understand and that’s another 
thing as a plan sponsor we look for, is the communication materials.

So those are the things that we want, is the full benefits solution, the increased efficiencies, lower costs; and, in general, in talking 
to other plan sponsors, what they are going to want is the fundamentals – the accurate claim payments, and the complete pack-
age, the disability management. That stuff is not going to go away. So, from a plan sponsor, great service levels on all benefits, 
claims payment, communication, plan sponsor support.

Low cost – it’s got to be competitive. It doesn’t mean the lowest cost necessarily, but it’s got to be definitely the lowest cost for 
the service provided. Strong service level agreements, flexibility as far as being able to adapt to business needs. Total integration; 
being able to have the 100% integration between benefits, and so my simple answer as far as what plan sponsors want, well we 
want it all. …laughing… And guess what? We want more. ...laughing…

It would’ve been nice to have international platforms where Canada and U.S. are both covered. That wasn’t really an option in 
the market to have a strong Canadian benefits carrier as well as a U.S.A. benefits carrier to handle the flex programs. We have 
a flex program in the States. To get 100% integration wasn’t out there, would’ve been nice.

Fewer problems with mainframe systems. As mainframe systems get older, there’s fewer people who have that knowledge, as 
with every major carrier is I’ve experienced problems either with dependants, positive enrolment, people on long-term disability 
who didn’t have benefits being actually removed from the system. We ended up paying a whole bunch of people dental claims 
for many years because they weren’t removed from the system. Every carrier is having this problem as far as mainframe systems, 
and from an actuarial standpoint; if you can know your systems better, you can tell better. It’s not a question of no, it can’t be 
done, yes, it can be done, and I’ve gone to the carriers and I’ve showed them how it can be done, but it’s taking my time and 
it’s learning their mainframe systems. I’ve got better things to do.

Additional value service that can be added is, that all the carriers do really great jobs and they’ve been proactive as far as listening 
to clients. The client meetings that are traditionally held with the major companies are excellent ways of getting out the issues, 
and there’s been a lot of improvement in the industry, and it’s been great to see the focus, we like that.

Health plan sponsors address escalating costs. Some additional things would be our list of dentists; there’s a provincial fee guide. 
Our employees want to know, “ok, we’re bought into actually going around and shopping for the best dentist, but tell us, where 
is a dentist in Alberta that follows the provincial fee guide that I can go to?” And that would be great information for us to have 
and that’s probably one of our top complaints, is they don’t know who to go to, they’re getting dinged $100 on their dental claim, 
and they’re going, yeah, we’d really like to do this, but we just don’t know where to go. So something like that would help.

Increase political advocacy. The recent subrogation in Alberta is going to be detrimental to plans as far as costs, and having 
that kind of political advocacy, so that it’s more reasonable as far as coordinating benefits with motor vehicle accidents, that is 
something we’re looking for is increased political advocacy, so that we can work with the carriers, so that we can keep our loss 
costs low.

Plan recommendations – I mentioned an example of scaling - is you guys are experts in what you do. You have a lot of knowledge 
and a lot of ability. You can look at a plan and go, “why don’t they have a pre-existing condition for long-term disability?” We 
didn’t, and prior to getting into it our carriers never said, “Why don’t you have a pre-existing condition for your LTD program?” 
It would have saved us lot of money, we would have really valued that, it was probably very obvious, they had the conversation 
over coffee but they never told us. So, come to us, and talk to us, about where do you see there’s opportunities?
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Track government cost off-loading, that would be nice.

Absentee management programs - we got to get better at doing absentee management, accommodating individuals, getting 
them back into the workplace. The programs have improved, but they still need to get a better grasp on addressing key issues 
like depressions.

Also, as far as plan sponsors looking for complete employee support from A to Z, employees want to register their dependents, 
they go to the insurance carriers, and we have that where the insurance carrier is doing the positive enrolment for the depend-
ents. We used to do that, so employees call; they get information about their benefits. They also get information about their 
dependents and if they want to change that information they go direct to the carrier. So making it a one stop shopping centre 
for employee support through the benefits carrier.

Increased integration with pension plan sites – this is getting into a total comp framework, is from a holistic perspective as a 
company, we don’t want to just communicate benefits. We want to communicate salary information, we want to communicate 
pensions. If the systems are integrated, so that you don’t have to use two passwords – one to get onto the benefits, and then one 
to get onto the pensions – we introduced an RRSP program linked to the flex benefits. Very hard to move from one system to 
another. So making that seamless transition between pension and benefits, get rid of the walls.

High level of key performance indicators (KPIs) – from an overall basis is looking at where our benefits costs are, cost per em-
ployee, what historically it has been if a company could have come to the table and said, “we got this block of business, we got 
Air Canada, we got CN and on your management reports, you’ll not only get your own company, you’ll get these companies 
too”. That would have been very attractive to us, to have quick and easy access to benchmarking information and high-level 
KPIs, cost per employee, short-term disability, duration before return to work would be all key things. We want a benchmark 
and we want to get better at managing, we need more information to be able to do that. So that is definitely a market-capturing 
and distinction point is if that can be offered.

The last point I want to make is what plan sponsors want is to work in partnership with the carriers. We also want to help out 
the carriers as far as managing their cost. With the carrier we selected, we went to direct deposits of benefit payments. That 
reduced our claims processing time, but it also helped lower the carrier’s cost of doing business, because they didn’t have to 
do the manual processing. And we could have gone with optional, which would have increased the cost for our carrier, but we 
held the hard line with the union; said it’s mandatory because we wanted to help out our insurance carrier. There are lots of 
ways that we can partner, work together to improve processes, that are going to be beneficial for the partnership, but also for the 
industry and for the management of benefits overall. And there’s still a lot of opportunities to be had as far as controlling costs 
and mostly it doesn’t have to be painful cost sharing or cutting benefits. You can do it in a thoughtful manner, and by working 
in partnership with carriers I think we can achieve that. Thank you.

…(applause)…

Moderator McMaster: I should have done this in the introduction, but I want to make a special thank you to both of the panel-
lists. Christopher found out yesterday he was coming to present from Toronto, so that’s pretty short notice, and he kindly came 
in place of Dennis Donnelly who also works with him and had last minute personal family issues to attend to. So thank you 
very much Christopher, and Gerry had a little more notice. So, I appreciate both of their helps in this, and I think they offered 
some very interesting and compelling insights into their thoughts, so thank you.

…(applause)…

Now we turn it to you, so if you have any questions or comments you’d like to share, please step up to a mike, and state your 
name and your question. Sit down Denis.

…(applause)…

Denis Garand: A question for Chris is with the new privacy legislation, how does that impede what you are trying to do? 
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Panellist Fusco: I mean, really it’s not going to have any effect on what we’re doing with reference to benchmarking or anything 
like that. It’s very non-invasive, we’re not pointing out employees, we’re just trying to indicate wellness amongst the population. 
It’s not a witch-hunt to take a look at an employee population, who is doing what. It’s more just an ability to tell your employer 
exactly where are the strengths and weaknesses amongst the wellness, and allow them to proactively implement wellness pro-
grams to address any weaknesses that do exist. I mean one thing that was said even just in the presentation that followed was 
of the idea of knowing which dentist in Alberta is the most appropriate to go to. I know you all have the data, in fact we run 
special reports and we in fact do provide that type of information for a client by region. Where is the cost effectiveness? I don’t 
think that’s infringing on privacy at all, and it should be able to move forward. If the insurance company is able to release it, we 
can aggregate it into something that’s productive for the group.

Mr. Garand: I have a second question for the panel. With the health care cost trends we are seeing, what impact will that have 
on employers? Are employers dropping benefits or are they cutting benefits?

Panellist Beitel: We looked at that approach as far as dropping benefits, and we decided it wasn’t the right way to go. What 
we wanted to do is give employees more choice with their benefits. People go through different life stages. Where if you’re just 
starting out you may not need a lot of benefits. When you have a family, you need a lot of benefits. When you’re an empty 
nester you don’t need a lot of benefits or we’re getting into workforce planning where you got people retiring and are coming 
back. They have their post-retirement benefits so they don’t need active benefits. So what we wanted to do is tailor our program 
so that employees can make the decisions themselves as far as what was right for them. And I think if you’re honest in your 
communication in telling what problems that you’re facing, is employees are pretty good about understanding that they have 
to share part of the cost escalation, that the company can’t go on indefinitely just absorbing the cost. So part of it is positioning. 
With the unions, obviously it’s negotiated, so we have two of our unions who are interested in moving to flex benefits. They 
viewed it very positively in the management ranks and they like what they see. We get calls from employees saying, “why don’t 
I have it?” So in the two unions that we’ve had open in negotiations, we signed letters of intent to explore flex benefits. So we 
would like to move that way in the unionized population, and we’d prefer not to cut back benefits by making it the employees’ 
choices as far as what they need and what’s right for them.

Moderator McMaster: We’re seeing the full spectrum. I agree with Gerry, we have a lot of clients that are not just trying to cut 
back, but give more choice. We’re definitely moving away from the paternalistic viewpoint and the entitlement mentality of em-
ployees. That’s been a hard move over the last short-term. Really trying to communicate to employees that you’re not entitled to 
everything you want all the time. So we’re definitely moving in that direction, and more towards a defined contribution approach, 
both for active and retiree benefits, so that costs can be controlled by the plan sponsor when they want to increase them.

Panellist Beitel: We’re obviously seeing similar things with our clients. A lot of what is developing is allowing for a base level of 
benefits to exist for all the employee population, and then using something like your health spending account as a tax effective 
way of customizing it to each different part of the employee population. One of the big things we do see occurring is - and it’s 
coming down from the highest levels within the organization - is that again we get away from this entitlement mentality, and 
are sharing with the employee population some of the statistics that are developed to try and create, out of the demographics, 
prudent consumers, as opposed to a group that just believes they are entitled to it.

Panellist Fusco: And I’d like to add that the unions are receptive to that as well. For example, we had a long-term disability, and 
people with short-term and long-term disability - people would go on layoff and just before getting laid off from seasonal work, 
they’d go on WIB, and then they’d stay on WIB and miraculously recover just before the season started. So, looking from the 
union’s perspective at cutting the benefits versus managing that more responsibly, unions are going to go every time to managing 
that more responsibly, and that’s going to help control your costs as well.

Brian Burnell: My name is Brian Burnell. I have a comment and a question. I first would like to congratulate Gerry on his 
broad-mindedness, and using your CN locomotive on his slides. Secondly a general comment, general question, relating to 
the attitude of employers to long-term disability claimants. I think Gerry touched on it very briefly. This is the willingness of 
employers to help employees perhaps obtain different skills, move into different type of work, so that instead of having the long-
term disability claim forever, they have someone who can perhaps in some way continue on in the workforce and do something 
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useful. Are employers more ready to do that than used to be, or is there still kind of a reluctance to do it? I’d be interested in 
any comments anybody has on that.

Panellist Beitel: I think without question, we are finding employers more and more willing to do that. When you get faced with 
a slew of claims and you’re looking at your LTD increasing threefold, they are very quick to start understanding the need to 
address some of the internal Human Resource practices that could be contributing to LTD vulnerability, and a lot of the clients 
we’re working with are very aware that disability management is something that has to come not only from an insurer perspec-
tive but also is requiring a role change from themselves internally.

Panellist Fusco: One interesting thing that we have is that the unions actually run their own LTD programs. Five of the unions 
do, so that it’s not the company necessarily managing it. Then it becomes the union who is putting pressure on us to get the 
employee back to work, because they want them off their benefits program. So that has helped create some synergies as far as 
partnership with the unions. Our WIB and our short-term disability in combination goes 51 weeks. So a fairly long time, and 
we’re looking at actively managing that as well, because if the employees are abusing the union programs, eventually union 
programs are going to go bankrupt and the unions are going to come back to us. So we want to help them manage responsibly 
too. Had a great example of an employee who could have had computer training but he waited until his benefits ended, long-
term disability union program denied his claim and then all of a sudden he started learning computer skills. We could have 
done a lot more to get into that, and what we’ve done is we’ve hired a specific return-to-work person to coordinate the efforts 
from OHS, from the carrier; and the benefits, all the areas’ combined labour relations aspect, WCB, it was just too muddy, so we 
needed one person and we did hire a person to try to get people back to work and it’s more than going to pay for the salary.

Joel Cornberg: In terms of options and choice, is anybody observing an increase in employers who offer, or are interested in 
offering, any coverages that are entirely voluntary as opposed to inside a flex arrangement, but just having it available if em-
ployees are interested?

Moderator McMaster: Yes, more and more employers are interested in really providing access to different individual-type benefits. 
I’m seeing it more on the retiree benefits side, that employers might re-design their plan to have a health spending account that 
employees can then use to pay for individual coverages that they would select that meet their needs. But also in the active plan, 
more interested in critical illness, long-term care products and different optionals that are entirely employee paid.

Panellist Beitel: I’m not sure if I understood the question 100%, but I’ll try to answer it anyways. We bundled our, for our flex 
benefits, put different bundles together to some extent. Individuals have a lot of choices as far as STD, dental, they could go with 
optional life or not go with optional life. We went with basic life that they could reduce down to $25,000, kept the minimum 
level to at least get them in the ground. We gave a lot of choice and employees could go with nothing practically if they wanted, 
to a very comprehensive with like teeth-whitening as a dental program. So they have the full gamut as far as range. The out-of-
country was standalone so people could buy it or not. It was their choice, and with our post-retirement, the health spending 
gives a lot of choice as well so, if a person wants to make an option as far as no benefits, they can do that, pretty much.

Moderator McMaster: One more question? 

UM: It’s comments rather than questions. I mean that was a real interesting session I found, all three presentations, that this was 
good stuff to hear. I’ll restrict my comments just to say that Chris’s presentation, I agreed with everything he said. If I disagreed 
with anything it was just on emphasis. The insurers need to not become complacent because it’s a sellers market. I think it’s 
rapidly become a buyer’s market because the big insurers have just created the classic example where now the niche players are 
going to come in because there’s no competition. There’s a monopoly or whatever the technical word when there’s three players, 
and it won’t be other insurers coming in, it’ll be companies like Donnelly’s, who can provide across the board a holistic group 
of services that cover not only group benefits, and even on an alternative financing arrangement the insurance part of it, but 
also the holistic: going into attendance support, attendance management, linking in with the pension and stuff. The big insur-
ers have just shot themselves in the foot, and there’s more as a plan sponsor rather than an insurer, or even a consultant in this, 
then. That’s what I see. We will move to – how can we get out from under dealing with these insurers? Because they are raping 
us financially. Look at their financial position. Anyway, thank you all very much.
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Moderator McMaster: Thank you everyone for your attendance and participation. Have a good meeting.

…(applause)…


