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Take Advantage of Your Disease 
Management Benefits!

Treatment of chronic diseases accounts 
for an estimated 75 percent of healthcare 
expenditures in the U.S. They are also 
the leading causes of death and disabil-
ity. Disease management programs aim 
to help individuals control their chronic 
conditions, reducing treatment costs and 
improving quality of life.  

Consider the following sta-
tistics: 

Y	 7 out of 10 deaths among 
Americans each year are from 
chronic diseases. 

Y	 In 2005, 133 million Amer-
icans—almost 1 out of every 
2 adults—had at least one 
chronic illness.

Y	 About one-fourth of people 
with chronic conditions have 
one or more daily activity 
limitations. (Source: Centers 
for Disease Control)

Individuals with chronic dis-
ease use more healthcare services 
and use them more frequently 
than those without chronic 
conditions. If you or a family 
member have a chronic illness, 
a disease management program 
might help you get your health 

condition—and expenses—un-
der control. 

What are chronic  
diseases? 

A “chronic disease” is one that 
can be treated but not cured, one 
that lasts more than six months, 
or one that recurs. Common 
chronic diseases include heart 
disease, diabetes and asthma. 

According to the Robert 
Wood Johnson Foundation, 
“Because the health care system 
is not designed to meet the needs 
of people with chronic condi-
tions, their care is not coordinat-
ed, which leads to unnecessary 
service use. Individuals often re-
ceive conflicting advice from dif-
ferent providers, report difficulty 
accessing services and have dif-
ficulty paying out-of-pocket for 
health care. As a result, people 

with chronic conditions rely on 
others for financial support and 
personal assistance.”

A disease management pro-
gram will help individuals iden-
tify chronic conditions or their 
risk factors, develop appropriate 
treatment or prevention plans 
and then help people comply 
with their treatment plans. In 
short, disease management pro-
grams help people learn to take 
better care of themselves. They 
usually involve a combination of 
nurse counseling, behavior mod-
ification programs, communica-
tions, support and involvement 
by the participant’s physician.

America’s Health Insurance 
Plans, an insurer trade organi-
zation, says, “There’s strong evi-
dence that health plans’ disease 
management programs pay off 
for participating patients: In 

This Just In…
The percentage of workers 

who say they are very con-
fident about having enough 
money to pay for their basic 
expenses in retirement has 
rebounded slightly, from 25 
percent in 2009 to 29 percent 
in 2010. The Employee Ben-
efit Research Institute’s an-
nual Retirement Confidence 
Survey also found the share of 
workers very confident of hav-
ing enough money to pay for 
medical expenses (12 percent) 
and long-term care expenses 
(10 percent) in retirement re-
mains stable. 

Meanwhile, the share of 
workers “not too” or “not at all“ 
confident about being able to 
cover these expenses has con-
tinued to rise. Fifty-one per-
cent now say they are not con-
fident about having enough 
money to pay for medical ex-
penses, compared with 43 per-
cent in 2008 and 44 percent in 
2009, and 61 percent are not 
confident about paying for 
long-term care expenses, com-
pared with 54 percent in 2008 
and 56 percent in 2009.

Among those already re-
tired, the percentages saying 
they are very confident about 
having enough money for 
basic expenses (33 percent), 
medical expenses (23 percent), 
and long-term care expenses 
(13 percent) are statistically 
unchanged from last year.
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Health Reform and Medicare
In April, the independent Office of the Actuary released a statement saying: “… the 
Affordable Care Act will…strengthen Medicare by cracking down on waste, fraud and 
abuse, modernizing payment systems and improving benefits by providing free preven-
tive services, supporting innovations that help control chronic disease and closing the 
prescription drug “donut hole.” The Actuaries also find that under the new law, the life 
of the Medicare trust fund is extended by 12 years while 
reducing annual Medicare premiums by nearly $200 per 
senior in the coming years.”

That’s the official view. What will 
the new healthcare reform law 
really mean for your Medicare 
coverage? 

The healthcare reform law explicitly states 
that no reductions in Medicare guaranteed 
benefits will be made and that any savings 
generated for the Medicare program will 
extend Medicare solvency, reduce Medicare 
premiums and cost-sharing for beneficiaries, 
improve or expand Medicare guaranteed ben-
efits, and preserve access to Medicare health 
care providers.

Starting in 2011, Medicare beneficiaries 

will receive all Medicare preventive services, 
such as annual wellness visits and screenings 
for colon, prostate and breast cancer, at no 
cost. The bill does not contain cuts to tra-
ditional Medicare benefits. Of course, this 
means premiums will likely increase. 

Medicare Advantage plans likely 
to see biggest benefit changes

Those with Medicare Advantage plans 
could see the most changes. Nearly one-
quarter (24 percent) of Medicare benefi-
ciaries are enrolled in Medicare Advantage 
plans, according to the Kaiser Family Foun-

November 15–December 31
Open Enrollment Period for Medicare 
Advantage AND Medicare prescription 
drug coverage

During this time you can…
Change from Original Medicare to a Medicare Advantage Plan or vice versa.
Switch from one Medicare Advantage Plan to another. 
Switch from a Medicare Advantage Plan that doesn’t offer drug coverage to one that 
does. 
Switch from a Medicare Advantage Plan that offers drug coverage to one that doesn’t. 
Join a Medicare Prescription Drug Plan. 
Switch from one Medicare Prescription Drug Plan to another. 
Drop your Medicare Prescription Drug coverage completely.

January 1–March 31 
Open Enrollment Period for Medicare 
Advantage Plans only. (Note: You can’t 
make any changes to your drug cover-
age during this period. If you already 
have drug coverage, you must keep it.  
If you don’t have drug coverage, you 
can’t add it during this period.)

If you have a Medicare Advantage Plan with drug coverage, you can do one of the 
following: 
Switch to a different Medicare Advantage Plan with drug coverage. 
Drop your Medicare Advantage Plan, go back to Original Medicare, and join a  
Medicare Prescription Drug Plan. 
If you have a Medicare Advantage Plan without drug coverage, you can do one of 
the following: 
Switch to a different Medicare Advantage Plan that doesn’t have drug coverage. 
Switch back to Original Medicare. 
If you have Original Medicare and a Medicare Prescription Drug Plan, you can join a 
Medicare Advantage Plan that includes drug coverage. 
If you have Original Medicare with no drug coverage, you can join a Medicare  
Advantage Plan that doesn’t include drug coverage. 

If you are currently enrolled in a Medicare plan, you can make changes to your plan during one of the open enrollment periods:
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its first year of operation, an asthma man-
agement program run by a Florida health 
plan reduced emergency room visits among 
members participating in the program by 
22 percent—from 18.6 visits per 10,000 to 
14.0 visits per 10,000.” The organization 
cites similar benefits for programs to man-
age other chronic diseases, from depression 
to diabetes to back problems.

You’re more likely to find disease man-
agement benefits included in employer- 
sponsored group health plans (because em-
ployers want to reduce absenteeism and in-
crease productivity, in addition to controlling 

their healthcare costs), health management 
organization (HMO) plans or Medicare 
Advantage plans than in individual medical 
plans. However, some individual medical 
plans do include disease management ben-
efits, although they might have a different 
name. Check your plan’s Summary of Ben-
efits. Your plan might cover disease manage-
ment for specific conditions, such as breast or 
lung cancer, cardiac conditions or diabetes. 

Some individual health plans also pro-
vide case management services for complex 
or catastrophic medical conditions. Your in-
surer might offer you these services, which 

are voluntary for plan members, after you file 
a claim that meets certain criteria, or upon 
referral from your doctor. If you think you 
need a case manager to help you navigate 
multiple healthcare providers and health 
benefits, you can also self-refer. 

Although your chronic condition, by def-
inition, will never go away, keeping it under 
control can prevent recurrences and compli-
cations, enhance your quality of life and re-
duce your medical costs. 

For more information on the benefits un-
der your health plan, please call us.  

dation. When you enroll in Medicare Advan-
tage, you obtain coverage through a private 
insurer rather than the federal government’s 
Medicare Program. The Medicare program 
pays a set amount of money every month to 
your insurer, which must provide the com-
plete Medicare fee-for-service benefit pack-
age (Medicare Parts A and B). Many plans 
also provide drug benefits (Medicare Part 
D), along with preventive services not cov-
ered under original Medicare. If you have a 
Medicare Advantage plan, you likely have 
benefits—such as vision care and preventive 
services—not covered by traditional Medi-
care. 

The problem is that the federal govern-
ment pays private insurance companies on 
average 14 percent more for providing cover-
age to Medicare Advantage beneficiaries than 
it would pay for the same beneficiary in the 
traditional Medicare program. This overpay-
ment is as high as 20 percent in certain parts 
of the country. 

The healthcare reform law restructures the 
way the federal government will make pay-
ments to private Medicare Advantage (MA) 
plans. The government will begin lowering 
payments to private plans beginning in 2012. 
The government links payments to Medicare 
Advantage plans to benchmarks tied to local 
spending on traditional Medicare fee-for-
service plans. Similar to previous law, under 

healthcare reform, a plan that bids below the 
benchmark would receive a rebate equal to 
75 percent of the difference between the bid 
and the benchmark. The reform law requires 
the insurer to pass this rebate on to its en-
rollees in the form of healthcare services not 
covered by Medicare or reduced cost sharing. 
Plans that charge more than the benchmark 
would be required to charge the difference 
to their enrollees. The Congressional Budget 
Office estimates this will save Medicare more 
than $130 billion over 10 years. 

The reform law also creates a quality rat-
ing program starting in 2012. Based on a 
five-star scale, plans that meet the four-star 
quality of care standard will qualify for qual-
ity bonuses. 

What does this mean for enrollees? Medi-
care Advantage plans will no longer be able 
to use the rebates to subsidize Part B or Part 
D premiums, and some plan extras—such as 
free eyeglasses or dental care and other ben-
efits not covered by traditional Medicare—
might disappear. Insurers’ costs will likely 
increase, but how that will affect your pre-
miums will depend on the business decisions 
your insurer makes.  

Part D Drug Benefit Changes
If you have a Medicare Advantage plan, 

your plan might include prescription drug 
benefits. Those with traditional Medicare can 

buy separate Part D coverage for prescription 
drugs. The healthcare reform law makes sev-
eral important changes to the Medicare Part 
D drug benefit that will affect all Medicare 
plans. 

Starting in 2010, the law provides a $250 
rebate to Medicare beneficiaries who hit the 
“donut hole.” Most Medicare drug plans have 
a coverage gap, or “donut hole.” This means 
that after you and your drug plan have spent 
a certain amount of money for covered drugs 
($2,830 in 2010), you must pay all subse-
quent prescription drug costs out-of-pocket. 
When your out-of-pocket costs reach a spe-
cific annual limit ($4,550 for 2010), you au-
tomatically get “catastrophic coverage.” Your 
yearly deductible, your coinsurance or co-
payments, and what you pay in the coverage 
gap all count toward this out-of-pocket limit. 
Once you reach the out-of-pocket limit, cata-
strophic coverage assures that you only pay a 
small coinsurance amount or copayment for 
the drug for the rest of the year. 

Those who hit the donut hole in 2010 
qualify for the $250 rebate. Beginning in 
2011, you will also receive a 50 percent dis-
count on prescription drugs once you enter 
the donut hole. The healthcare reform law 
completely closes the donut hole by 2020. 

For a review of your current Medicare 
coverage, or for guidance if you’re about to 
qualify for Medicare, please call us.  



 Where Does Your  Health Insurance Dollar Go?

High-Limit Life Insurance
High net worth individuals and business owners 
need more life insurance than most people. Defini-
tions vary by insurer, but with most insurers, if you 
need $50-65 million or more in insurance, chances 
are your policy will be considered a “jumbo risk,” 
with special considerations. 

A ccording to “Capacity in the U.S. 
Life Insurance Market – A View 
from the Top of the Pyramid” 
(by Michael DeKoning, Reinsur-

ance News, March 2004), “Back in the early 
‘90s, jumbo limits typically were in the $20-
25 million range. In the mid to late ‘90s, 
jumbo limits exploded to $75 million and 
even, in limited circumstances, to unlimited 
amounts.”

Today, however, most insurers limit their 
high-limit life insurance coverage to some-
where between $20-$65 million, depending 
on the age and health of the insured. How 
much coverage you apply for determines 
how the insurer will handle it. 

When you buy a high-limit policy, most 
insurers will not retain all risk themselves. 
Instead, they retain a portion of the risk, or 
obligation to pay benefits, and then buy rein-
surance to cover the remainder. Reinsurance 
helps insurers insulate themselves from unex-
pected losses and maintain solvency. 

For most life insurers, when you buy less 
than $5-$10 million in coverage, the insur-
er will retain the risk itself. The maximum 

amount of risk an insurer will carry on a sin-
gle life is called its “internal retention limit.” 
When you need higher face amounts, the 
insurer retains either a percentage of the risk 
or a specific dollar amount, then cedes the 
rest to a reinsurer. Insurers can cede a por-
tion of only specific risk or arrange to have a 
reinsurer pay a portion of any and all losses 
they cover. 

Any reinsurance arrangement between 
your insurer and a reinsurer will not affect 
your policy. When you buy coverage from a 
specific carrier, that carrier will underwrite 
your policy, handle administration and, 
when the time comes, pay your claim. 

Most reinsurance arrangements will allow 
an insurer to automatically bind policies up 
to a certain amount over the internal reten-
tion limit without requiring the reinsurer to 
do its own underwriting. In effect, the rein-
surer is allowing your carrier to obligate it to 
providing a certain amount of reinsurance 
coverage without oversight. Many insurers 
have an automatic binding limit as high as 
$50-$65 million. 

Once your total insurance needs exceed 

that limit, however, the process becomes 
more complicated. Your policy will be con-
sidered a “jumbo risk,” and the reinsurer will 
want to do its own review of your underwrit-
ing file, in addition to the insurer’s review. It 
will consider not only the policy in question, 
but all policies in force on the insured, in-
cluding permanent and universal life, indi-
vidual and business policies. It also takes into 
consideration any automatic policy adjust-
ments, such as inflation guard provisions.  

If you need jumbo life coverage, you’ll 
need the services of an experienced agent. 
The reinsurance market is limited, so “shop-
ping” a large case can flood the market with 
multiple applications on the same individual 
and slow the underwriting process. 

For information on high-limit life insur-
ance to protect your family or your business, 
please contact us. We can help you analyze 
your life insurance needs, both personal and 
business.  

40 cents: Hospitals. 
Includes inpatient, 
outpatient and free-
standing clinic costs

24 cents:  
Physicians

16 cents:  
Drugs

6 cents:  
Other Medical 
Services

3 cents:  
Insurer Profit

6 cents: Government 
payments and admin-
istration. Includes tax-
es, cost of compliance, 
claims processing and 
other administration.

5 cents: Consumer services. 
Includes prevention, disease 
management, care coordination, 
health information technology, 
provider support and marketing. Source: Henry J. Kaiser Family Foundation


