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Coverage
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Will your former employees be continuing
insurance coverage, and will it be
considered COBRA or State Continuation?
When in doubt, please allow The Bottoms
Group to guide you through the process
and assist with any questions that may
arise. We are available to help you navigate
the “ins” and “outs” from start to finish.
If an employer group consists of 20 or more
full-time employees during the previous

calendar year, COBRA coverage would be
offered to a potential electee. For Georgia,
State Continuation would apply for groups
with less than 20 full-time employees,
allowing 3 consecutive months of coverage
to be continued. Please keep in mind that
Georgia Continuation may be offered if the
group had 2-19 full-time employees for 6
months in the prior calendar year. Also, the
individual is eligible to continue coverage
under Georgia as long as he or she had
6 months of the group insurance with no
lapse during that time.
Does your company use a Third Party
Administrator (TPA) to handle various
aspects related to the continuation of
coverage process? A TPA can be a helpful
resource for many reasons, especially
concerning COBRA. This type of
administrator is able to advise on legalities,
provide online access for employer portals,
and also manage premium payments from
participants. The law states that the TPA
should be notified within 30 days from the
event date (i.e. employee loses the group
coverage). Once the group reports the
event for a potential COBRA participant, the
TPA has 14 days to send the information to
the recipient. The recipient has 60 days to

elect COBRA from the event date or when
the information is mailed, whichever is later
of the two.
Payment by the electee will also need to
be submitted in order to elect COBRA, and
each monthly premium payment should
include a 2% administration fee. With a
TPA, they are able to assist in managing
the payment method and any necessary
communication between the participant
and the group. Recently, our HelpDesk
team was able to assist regarding a payment
issue that occurred. A participant made a
payment to the TPA however, it was not the
full amount required to maintain COBRA
coverage. Therefore, a cancellation notice
was sent to the participant from the TPA.
Promptly, the participant reached out to
our team for assistance. The HelpDesk was
able to depict the situation and help resolve
the issue quickly.
TBG is dedicated to your group, and we
are pleased to be a continued support.
Whether it is a continuation of coverage
concern, or any other unique situation that
may surface along the way, we are here and
at your service.

decades been listening to clients and
developing employee benefit,
insurance and estate planning
solutions customized to their unique
and changing needs.
For more information about TBG,
visit www.thebottomsgroup.com
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Cadillac Tax
Delayed and Poised for
Eventual Repeal
By David Bottoms

Since the passage of the Affordable Care Act on March 23, 2010, the
excise tax on high-cost health plans, better known as the “Cadillac Tax”,
has loomed large in the minds of employers.
The Cadillac Tax, previously slated to begin in 2018 and now delayed, as
a result of Congress’ 11th hour 2016 spending package, until 2020 will
impose a 40% excise tax on health plans which exceed a cost threshold of
$10,200 a year for individual coverage and/or $27,500 per year for family
coverage. Practically, this means that, when the tax takes effect, each
dollar spent on health coverage within the context of an employer benefit
program and in excess of these limits will be assessed a forty cent tax.
(continued page 3)

Cost of
Life Insurance
Increases
By Gary bottoms
clu, chfc
president

gbottoms@thebottomsgroup.com

STOP

During the 1980s, the combination of relatively high interest rates
and emerging technology allowed for flexibility in the design of
life insurance policies. However, flexibility requires management
and ongoing attention. Just paying the planned premium is not
necessarily enough to keep the coverage healthy. Unless they are
prompted, consumers are unlikely to review their policies on their
own and consider changes so the policy will serve its intended
purpose. In recent years, the speed of change has been accelerating.
This article is intended to help TBG’s clients and friends better
understand a recent development that may have an impact upon
their existing life insurance coverage. In short, policy reviews are
essential. TBG is ready to help. (continued page 3)

The content in this newsletter, including case studies, is for informational purposes only. This material is in no way intended to be used as a primary basis for
insurance or investment decisions. Similar results are not guaranteed and will vary based on individual client situations. Clients should consult with their own
financial, tax, legal, and accounting advisors before implanting any insurance or investment plan. Neither the information presented nor any opinion expressed
constitutes a solicitation for the purchase or sale of any security or investment product.
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The Benefit of
Ancillary Plans

Recently, MetLife announced that they would be selling off the “career agency” part
of their business. These “career agents”, also known as “captive agents”, work solely
with the parent company and only sell that company’s products. This type of model can
be very expensive to the insurance company due to training and overhead of having so
many agencies. This announcement from MetLife confirms that the trend in the life
insurance market is turning to independent firms like The Bottoms Group.

What are the advantages
to an independent firm?

vice president,
Insurance Services

lbottoms@thebottomsgroup.com

Options
Whether you’re at a restaurant, car dealership, or clothing store, you
want options and probably wouldn’t appreciate being told that you
only have one option. Why should life, disability or long term care
insurance be any different? We proudly work with a multi-carrier
platform allowing us to determine the right plans for each particular
client rather than trying to fit the client to a particular plan. We are
able to pick and choose carriers based upon their financial ratings,
product suite, available riders, and premiums.

Underwriting leverage
Much like how each company has different products, each
company has different underwriting parameters. Some companies
are harsher on things such as tobacco use, heart disease, diabetes,
etc. whereas other companies might have a little more leverage in
certain areas. Since we do not always know the complete medical
history of our prospective clients, we are able to obtain tentative
underwriting decisions from multiple carriers by sending them
medical records and/or a simple paramedical exam. With this

By Laura bottoms
Higginbotham

process, we can leverage the companies against each other to
arrive at the best possible offer for our client before submitting a
formal application. If we were only working with a single carrier, we
would be at the mercy of the underwriter to accept the applicant
with little negotiating power. We are also affiliated with National
Financial Partners and owners in Lion Street Financial which are
two of the leading life insurance producer groups nationwide. With
these two groups, we have dedicated underwriting teams at the top
carriers allowing us to build relationships with the underwriters
and gain more bargaining power.

Unbiased advice
We all know that insurance agents have gotten a bad rap over the
years as being pushy and trying to sell products that the client
doesn’t necessarily need. This is most likely due to pressure from
the parent company to make sales goals. By being independent,
our goal is to have our client’s plan work as they wish. Ideally, we
will work in conjunction with the client’s attorney, wealth manager,
CPA, etc. so that the right amount and type of insurance is put in
place. The only person we are concerned about pleasing is our
client, not the higher powers at a parent company.

Advocate
From underwriting to claim time, you want an advocate by your side. At
The Bottoms Group, we have a multi-generational plan to ensure that
our clients will be taken care of come claim time. As an independent
firm, our clients have the comfort that their policy won’t be passed
around a “home office” for service. They need not fear that the parent
company will be bought or the agent they have a relationship with is no
longer around. We are in the relationship business and look forward to
taking care of our clients for many years to come.

There are many group benefit options available to add value and enhance your employee
benefits package. These benefits are important because they show employees that they
are valued by providing many options to them and their families, thus improving the overall
experience of employer-offered benefits.
In addition to medical benefits, many employers choose to offer dental, vision, life/
accidental death & dismemberment, short term disability and long term disability. Other
available options are worksite products such as accident, critical illness and hospital
indemnity. Many of these plans can be implemented as a completely voluntary option,
allowing the employee to see additional benefits provided to them giving a sense of value.
Dental policies have the option of being employer funded or voluntary; there are usually
greater discounts on premium when the employer funds a large portion of the premium as it
is assumed that the overall participation would be greater. Many employees take advantage
of the 100% preventive care on dental plan and if any other services need to be done they are
already insured.
Vision policies are similar to dental policies in that they may be employer-sponsored or
voluntary. Most employees who enroll will use the benefit allowance on frames or contacts.
Many vision plans offer a single copay for the vision exam which can also detect health

By Kelly Thompson
Senior Account
Executive, Benefits

kthompson@thebottomsgroup.com

issues aside from just the vision correction.
The more common employer-paid options, which typically include 100% participation, are Life/AD&D, Short Term Disability and Long
Term Disability. It is important that these benefits are made aware to the employees. If they are unable to work, this offers some
financial protection. In addition, if an employee were to pass away while covered under the plan, the life insurance would be there to
assist the family. If a death is also considered an accident, the AD&D insurance would also be available to the employee/beneficiary.
There are also some situations where portions of the policy may be paid if a covered employee loses sight or an appendage in the event
of an accident.
Voluntary benefits are becoming more prevalent in the workplace. They allow the employer to offer additional options while giving
employees the option to select policies that may best fit their needs.
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Cost of Life Insurance Increases
continued from page 1

Recently, a small number of life insurance carriers announced that they’re increasing their cost of insurance (COI) rates charged on blocks of in-force universal life (UL) policies. This move has prompted concern
in the industry about its impact on in-force policies, while raising questions about why carriers have taken
this action. The best way to address these questions is to start with an understanding of COI rates and what

WHAT ARE SOME RECENT INCREASES?
These carriers announced increases to the COI rate and/or other charges on in-force UL policies. Here’s what happened:
Number of
Policies
Impacted

Rate
Increase

Policy Year
of Issue

Transamerica Life
Insurance Co.

Not Available

Not Available

Select policies issued
from 1987-1998

Legal and General

Banner Life
William Penn

Not Available

Not Available

Select policies issued
from 1995-2010

September 1, 2015

US Financial Life

US Financial Life

Not Available

Not Available

Not available

October 1, 2015

Voya

Security Life of Denver
Reliastar Life
Insurance Carrier

Not Available

9%-42%

Select policies
purchased prior to
2009

January 1, 2016

AXA

AXA Equitable Life
Insurance Co.

1,000 policies,
Ages 70+

Face Amount: $1M+

Select policies issued
from 2004-2008

Effective
Date

Carrier

June 1, 2015

Transamerica

August 1, 2015

could prompt a carrier to make changes to those rates.

WHAT IS COI?
The largest single cost factor of life insurance contracts is the COI

parlance, this is known as “policyholder anti-selection,” and it

charged over the life of the policy. In pricing products, insurance

results in an increasing number of unprofitable policies, which

carriers make assumptions about many factors, including interest

adds pressure to the carrier’s pricing assumptions. The effects

rates, infrastructure costs, profit margins, policy lapses, mortality

of anti-selection are compounded when profitable policies are

of the particular product line, aggressiveness in market share

replaced by coverage from other carriers. As profitable policies

acquisition and market segment focus. The combination of these

that insure healthy individuals move off the carrier’s books to a

factors determines both the current and maximum (guaranteed)

new carrier, the original carrier is left with a further deterioration

COI rates. When carriers file UL contracts for state approval, the

of its mortality experience on the remaining block of policies.

filing includes both the current and maximum COI rates that the
carrier can implement. Maximum COI rates provide the insurance

Finally, all carriers assume that a certain percentage of

carrier flexibility in the policy’s charges if their initial pricing

policyholders will lapse their policy. However, the industry has

assumptions don’t hold for the duration of the policy.

seen many instances where the policyholder is not the person to
whom the policy was originally sold, and the policy is now owned

WHAT FACTORS CAN CHANGE PRICING ASSUMPTIONS?

as an investment. These policies are being kept in force, which

The most obvious pressures on life insurance carriers’ pricing

unfavorably skews the prices for lapse assumption.

assumptions are the persistently low interest rate environment and
a 30-year decline in portfolio yields. Those two factors together

HOW DOES A COI RATE INCREASE AFFECT A POLICY?

suggest that on many policies, the carriers didn’t experience the

An increase in COI charges increases the overall cost of the policy.

assumed interest rate spread they were initially priced to receive.

This means that if the policyholder wants to meet initially illustrated

Additionally, some of those underperforming policies have

policy goals, an increase in the policy’s premium may be required.

higher minimum guaranteed interest crediting rates than today’s

While an increase in the COI charges will reduce cash values of

economic environment can support. This leaves carriers with little

guaranteed UL (GUL) policies, it won’t impact the death benefit

to no spread between what their assets earn and what they have to

guarantee, so additional premium may not be required for GUL

credit to the policies under the guarantees.

contracts where cash value is not a concern. Even though a COI
increase on a GUL policy might not mean that the policyholder will

An additional cause of carrier pressure results from adverse

have to pay additional premiums, if the cash value is decreasing,

mortality experience. Interestingly, adverse mortality experience

there’s less flexibility in the contract. That GUL may no longer

doesn’t just come from older-age mortality; it often comes from

have enough cash value to allow the policyholder to take a policy

term conversions by unhealthy policyholders. In carrier

loan or effect a 1035 exchange.
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Issuing
Carrier

what do
policyholders
need to do?

Understanding the policy details is crucial. A policy
review is an opportunity to address COI increases
and to understand how it may impact your goals. For
some, the only alternative to paying higher premiums
may be to request a reduction in the death benefit
amount.
Pay special attention to policies with crediting interest
rate that’s close to, or at, the guaranteed minimum
crediting rate. Those policies may be causing the
most stress for carriers. Request in-force illustrations
at lower interest rates to help depict how sensitive
the policy is to declining interest rates.
Review policies on a regular basis. It’s important to
make that policyowners understand both current and
guaranteed charges.
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Spring Clean Your
Well-Being

3

cadillac tax
delayed and poised for
eventual repeal
continued from page 1

Proper wellness is for all seasons. With warmer months approaching there are plenty of
reasons to get outside and enjoy the welcoming sunshine. “The U.S. Centers for Disease
Control and Prevention, the American College of Sports Medicine, and the Surgeon General’s
Report on Physical Activity and Health all agree that we need at least 30 minutes of moderate
to intense physical activity every day. The good news is that you don’t have to work out in a
gym to get in shape. Outdoor exercises are just as effective, can be more fun, and have some
appealing advantages.”
Besides the beautiful scenery, spending time outdoors can increase and restore mental

By Jamie Moody,

senior account
Executive, Benefits

jmoody@thebottomsgroup.com

energy, improve your mood, relieve stress, burn calories, and even boost your immune
system. In addition to its primary benefits, research suggests that getting outside and
experiencing natural surroundings not only makes you feel good, but is linked to your overall
well-being.
Experiencing nature and the outdoors helps restore your mind from mental exhaustion,
contributing to improved performance and intellectual development. The benefits from fresh
air elevates a stagnant frame of mind by increasing skin exposure and contact to natural
sunlight and vitamin D. “Vitamin D, also known as the “sunshine vitamin” has recently been
proven to affect everything from cancer development to mental health. Many Americans are
not getting sufficient vitamin D from spending too much time indoors. Overweight people are
almost twice as likely to not get enough vitamin D. The more you absorb vitamin D through
your skin from outside, the better your body is able to absorb it.” Since vitamin D plays
such a vital role and has significant purpose to overall health, getting an adequate amount of
the vitamin is essential for growth and development of bones and teeth, as well as aiding in

While news of the delayed implementation of the Cadillac Tax until
2020 will no doubt come as good news to many employers, the
delay also increases the likelihood that the tax will be fully recalled
before it is rolled out given almost universal support for repeal by
the likely 2016 presidential candidates in both the Republican and
Democratic camps.
In today’s hyper-polarized political environment it would be
reasonable to question why agreement exists on both sides of the
aisle on this issue… especially since it involves changes to the
Affordable Care Act.
The short answer is that labor unions and large corporations, both
of which have very strong lobbying operations in Washington, have
agreed to take on the Cadillac Tax as a key issue. While these two
groups rarely see eye-to-eye, they both agree that implementation
of the Cadillac Tax would reduce their ability to use health benefit
plans as a key tool for recruitment of members/employees. Their
joint effort almost assures the eventual repeal of the tax and will
come as welcome news to employers who invest heavily in their
benefit plans as a means of attracting and retaining employee talent.
While many employers, particularly smaller employers, do not
currently provide health plans with values in excess of the current
limits, the inflation factor tied to the Cadillac Tax health cost

fighting against certain illnesses.
Replacing sedentary hobbies with active ones is a step in the right direction to better wellness
and increased energy. “There is no doubt that fresh air outside is superior to the recycled air
you breathe inside of a building. Fresh air will even give you more energy. Just 20 minutes of
working out outside is equivalent to drinking one cup of coffee in terms of its energy-boosting
effects.” If you are looking for fun, low-key, outdoor activities that also burn calories, here are
a few hobbies that are worth considering: biking, gardening, kayaking, swimming, hiking,
walking, and running. You might even be able to convince some friends or coworkers to join
along with you!
Making it a goal and priority to get outside not only enhances the physical aspects of
exercising, but also supports and improves the emotional and mental mindset capabilities
as well. Spending less time in front of the computer, iPad, and television allows more time
to partake in outdoor activities that puts your body in physical motion. With the beautiful
weather on its way, there are more reasons now than ever to get outside and enjoy it!

By David Bottoms,CFP , RHU, REBC
®

Senior Vice President, Benefits
dbottoms@thebottomsgroup.com

threshold is linked to the general Consumer Price Index (CPI), not
the faster increasing rate of medical cost inflation. This means that
over time, the Cadillac Tax would likely affect almost all employers
offering group health benefits to their employees, not only those
employers offering what are generally considered “Cadillac plans.”
While largely unrecognized by the general public, current tax
code rules, which have been in effect since 1954, have provided
huge incentives for employers to provide health benefits to their
employees while reducing the employer’s payroll tax liability and
providing the employer with the ability to provide health benefits
as a form of untaxed compensation to employees. Better known
is that current rules allow employees to pay their portion of the
health premiums with pre-tax dollars. Altogether, the current
income and payroll tax exclusion afforded to employer provided
benefit plans saves individual taxpayers and their employers more
than $250 billion a year in taxes.
The Cadillac Tax was designed as a means of clawing back some
of that lost revenue without doing so via an outright repeal of the
employer tax exclusion for health coverage, which would have met
almost immediate opposition across the political spectrum. The
Cadillac Tax, despite its more subtle and delayed approach, appears
to have met, in a more subtle and delayed manner, the same
opposition it sought to avoid.

