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Cowden News
From Boomers to Millennials: Workers' Top 6 Benefit
Needs
Depending on which demographic they fall into (Baby Boomer, Gen-X,
Millennial, etc.), employees have vastly different benefit needs. So why do so
many employers offer a one-sized-fits-all benefits package?
At the 2017 Mid-Sized Retirement & Healthcare Plan Management
Conference in Phoenix, AZ, President and CEO of Cowden Associates Inc.,
Elliot Dinkin, used the flexibility of the benefits offered through a private
exchange as a reason for employers to give the exchange option a serious
look.
Click here to read full article
Back to Top

Does Your Communication Style Cause Turbulence?
Returning from a recent trip, I was in the midst of my second leg home,
preparing a speech. I went about it in the usual manner: opening joke, overview
of the topic, details, etc. The flight attendant gave the standard spiel about how
to buckle a seatbelt, what happens in case of a water landing … yada, yada,
yada.
I tried to listen, but concluded it was the same stale speech with nothing
different, informative or relevant.
If not for writing a speech, it would not have occurred to me to wonder: In
talking to clients, interacting with my peers at work and even the way I relate to
my family, is my approach still relevant and genuine, or was I no different than a
flight attendant’s speech?
Click here to read full article
Back to Top
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Pension De-Risking: A Primer for Governmental
Sponsors
By: Robert W. Hazy, EA, FCA, MAAA, Senior Consultant and Actuary, Cowden
Associates, Inc. (Published in the GFOA's Ledger)
Pension plans are a risky venture – and the sun rises in the east, and it’s dark
at night – Have we enlightened you so far? Sponsors of traditional defined
benefit pension plans shoulder the risk for a host of uncertainties, all of which
can lead to unsustainable contribution requirements, when the unexpected
happens. These can include:
Plan investments not earning enough to support the promised benefits
Pensioners living longer (collecting more payments) than expected
Inflation or other events causing spikes to final-average-pay benefits
Employees taking advantage of early retirement subsidies in a manner
not expected

What Is It?
De-risking, in the context of a pension plan, is an action that eliminates
uncertainty associated with the pension liability. Short of a wholesale plan
termination, employer-risk related to pension benefits cannot be completely
eliminated. Incremental steps can be taken, however, to mitigate some of the
risk.

Who’s Doing It?
Most de-risking activity to date has been among private-sector employers who
continue to sponsor defined benefit pension plans. The private-sector sponsors
have been motivated to scale back defined benefit obligations in response to
more-stringent ERISA minimum funding requirements, severe increases in
PBGC premiums, and FASB accounting disclosure requirements, where
balance sheet volatility is common, but not welcome.

What Can Be Done?
De-risking actions can include the following broad categories:
Changes to plan benefits or eligibility
Changes to plan investments
Actions related to terminated or retired participants

Benefit Changes
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Governmental as well as private-sector sponsors have taken de-risking actions
related to plan design (i.e. reducing future benefits in some manner). Privatesector sponsors typically have more flexibility in altering benefits. The ability of
governmental sponsors to change benefits is often restricted by statute or
bargaining agreements, or both. Some governmental sponsors have
implemented two-tiered benefit provisions, with less-generous benefits provided
to employees hired after a certain date. (PSERS is an example.) Other
governmental organizations have frozen plan participation and cover newlyhired employees under a defined contribution plan.

Investment Changes
A de-risking action related to plan assets is to shift to more conservative
investments, to reduce the risk of asset loss. This is sometimes called liabilitydriven investing. More specifically, the aim is to control the volatility of the
funded status (liability minus assets), when the liability is measured using
current market interest rates. In theory, the value of properly selected fixed
income investments will move in tandem with the liabilities as measured using
current market rates. This has appeal for plans that are close to full funding, for
purposes of preserving that status, and, possibly, in preparation for a plan
termination.

Liability for Inactive Participants
An action that is currently popular among private-sector pension sponsors is to
eliminate liability for retired and/or terminated vested participants, by
transferring it to someone else. This can be done by:
An annuity purchase, where an insurance company takes on the
obligation for lifetime payments, or
Offer of a lump sum payment to the participant.

Annuity Purchases
With interest rates at recent, historic lows, annuity purchase prices have been
significantly higher than plan liability as measured for funding purposes
(meaning that an annuity purchase will end up increasing the unfunded liability
and, consequently, increasing the annual contributions). Nonetheless,
corporate pension sponsors have elected to purchase annuities for blocks of
retirees, to control FASB-style balance sheet liability and reduce future PBGC
premiums.

Lump Sum Windows
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A lump sum offer can only be made to terminated vested participants. The IRS
disallowed offering lump sums to participants in payment status in 2015. The
offer is usually made on a window basis, with limited time for the participant to
elect. The exercise is a significant administrative undertaking, requiring a strict
timetable for notices, elections, and payouts; development of communication
materials; extensive calculations; and, possibly, a data clean-up effort to ensure
that the benefits are correct.
Private-sector plans typically have large numbers of terminated vested
participants, and a lump sum window provides an opportunity to simplify
administration by shrinking the membership roll. Governmental plans, on the
other hand, tend to have fewer terminated participants with deferred benefits.
Governmental pension plans are not required to use the IRS Section 417(e)
interest rates that are mandated for lump sum calculations under private-sector
plans. Some plans may have provisions that generate lump sums that are less
than the funding liability. Careful consideration, with guidance from legal
counsel, would have to be given in deciding whether a governmental plan might
be able to offer lump sums to its terminated participants.

Conclusion
Pension de-risking activity to date has largely been confined to private-sector
plan sponsors. De-risking for governmental plans may become more prevalent
as interest rates rise and as the funded status for such plans is subject to
increased scrutiny.
Back to Top

House Committees Release ACA Replacement Bills
On March 6, 2017, Republican leadership in the U.S. House of Representatives
issued two bills to repeal and replace the Affordable Care Act (ACA) through
the budget reconciliation process. These bills, which were issued by the Ways
and Means Committee and the Energy and Commerce Committee, are
collectively known as the American Health Care Act.
To become law, these bills must go through the legislative process, although a
budget reconciliation bill can be passed with a simple majority vote. Debate on
the legislation is scheduled to begin on March 8, 2017.
Click here to read more
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Back to Top

Compliance Overview: FLSA - The White Collar
Exemption Rules
The Fair Labor Standards Act (FLSA) regulates minimum wage and overtime
payment provisions for employees. Most employers and employees in the
United States are subject to the FLSA.
Among other things, the FLSA requires employers to compensate their
employees for all hours employees are “suffered or permitted” to work. This
means that an employer must compensate its employees for all hours
employees actually work and all hours during which employees are required to
remain available for their next assignments.
However, the FLSA also provides various exemptions from minimum wage and
overtime payment provisions. Among these, the most common are the “white
collar” exemptions. The white collar exemptions apply mainly to executive,
administrative and professional (EAP) employees, but they also include outside
sales personnel and certain computer and highly compensated employees.
Click here to read more
Back to Top

ACA Replacement Bill Withdrawn
On March 24, 2017, Republican leadership in the U.S. House of
Representatives withdrew the American Health Care Act— their proposed
legislation to repeal and replace the Affordable Care Act (ACA).
A House vote was scheduled to take place on that day, but House Republicans
could not secure enough votes to approve the legislation and, instead,
canceled the vote. As a result, the ACA will remain in place at this time.
Click here to read more
Back to Top
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Future of Certain ACA Taxes and Fees
Several steps have been taken in 2017 toward repealing the Affordable Care
Act (ACA), including the introduction of the American Health Care Act (AHCA).
Although the AHCA was withdrawn by Republicans, Congress may choose to
pursue another ACA repeal and replacement bill in the future.
While the future of the ACA as a whole is currently unclear, some definitive
changes have been made to some ACA taxes and fees for 2017.
Click here to read more
Back to Top

Pay or Play Strategies and Total Compensation Were
Some of the Topics Presented at the 2017 Mid-Sized
Retirement & Healthcare Plan Management Conference
President/CEO Elliot Dinkin and Vice President of Health and Benefits, Lesa
Votovich attended and spoke at the 2017 Mid-Sized Retirement & Healthcare
Plan Management Conference in Phoenix, Arizona in March.
Elliot delivered a Keynote speech on Managing a Total Compensation
Approach for a Multi-Generational Workforce.
In addition to the Keynote, Elliot and Lesa each lead a breakout session. Elliot
led a breakout session on Pay or Play Strategies: Evaluating Employer
Compensation Adjustments, while Lesa led a breakout session on Pay or Play
Strategies: Evaluating Health Plan Defined Contribution Administration.
Check out the Cowden Facebook page for pictures from the conference.
Back to Top

Meet Our Team
Our team consists of 25 employees; each newsletter we take time to highlight
some of our employees. To see our leadership team click here; to see all
employees please click here.
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David Weaver, EA, FSA, MAAA
Senior Consultant and Actuary
What's the greatest bit of advice a parent or mentor
has given you?
When you save your money, you’re not really saving
money – you’re buying time.
What is one of the things on your bucket list?
To make a bucket list.

Lesa Votovich, GBA
Vice President, Health and Benefits
What’s the greatest bit of advice a parent or mentor
has given you?
You are not perfect and will make many mistakes –
make sure you learn something from them.
What is one of the things on your bucket list?
Visit Italy and do a wine tasting tour.

Kathy Colbert
Marketing and Communications
Coordinator
What’s the greatest bit of advice a parent or mentor
has given you? Smile and laugh every day; never judge
others.
What is one of the things on your bucket list?
Learn to golf.

Frank Canonico, EA, MAAA
Senior Consultant and Actuary
What’s the greatest bit of advice a parent or mentor has given you?
Make sure you like what you’re doing.
http://mailchi.mp/4cc73026118d/cowden-times-vol-9-2017
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What is one of the things on your bucket list?
Visit Dublin on “Bloomsday.”
.

Back to Top

What's Dinkin Thinkin?
Elliot Dinkin is equally comfortable whether he is in a
courtroom providing testimony or in a CFO's office
providing strategic counsel. The 25-year plus veteran of
the actuarial, compensation, and employee benefits field
continues to make his mark.
Today, as President and CEO at Cowden Associates,
Inc., Elliot provides leadership to position the company at
the forefront of the industry. You can learn more about
changes in actuarial, benefits, management, and compensation policies from
his blog, "What's Dinkin Thinkin?" or on Twitter, @ElliotDofCowden.
Back to Top

Will High-Risk Insurance Pools Be Part of the Solution in
a Post-ACA World?
I am not sure of the direction that repeal and replace the Affordable Care Act
(ACA) will go, but one component that will need to change is the individual
health insurance market. Like most issues, identifying the problems is easy
(e.g. pool of enrollees is high risk, insurance company participation and
competition are not working, offerings are not attractive and viewed as
expensive), but solutions are not so clear.
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It would seem that the individual markets must create some incentives to
encourage healthier people to enroll. The individual mandate did not work.
Furthermore, Health insurers need to obtain reasonable margins if we expect
them to devote resources and capital. From their perspective, the individual
product sales are approximately 10 percent of their revenues. However, for
the 17.5 million individual health policies, this coverage is essential, triggered
mainly from the ACA-created growth in individual coverage, along with
Medicaid expansion. As such, this created a rapid decline in the number of
Americans without health insurance (Source: The Commonwealth Fund, “How
Much of a Factor Is the Affordable Care Act in the Declining Uninsured Rate?”
December 19, 2016).
One concept that I have been reading about is high-risk pools that are designed
to help address a number of individual market problems. Basically, these pools
are designed to improve market stability by providing coverage for the riskiest
and most expensive individuals. The concept is to mitigate the insurer risk of
catastrophic financial experience by enhancing the affordability of premiums for
enrollees outside the high-risk pool. The basic idea is to get more and more
healthy people to enroll by providing them with attractive and affordable rates.
This then increases the available funds, in total.
Previous attempts at these pools by various states in the pre-ACA era, should
be reviewed to find how certain pools worked and why the best ones were
successful. Should the expansion of high-risk pools indeed become part of
federal health reforms, Congress might want to replicate some features of pools
in a state (or states) that have had relative success.
However, there is still the issue of cost and how to manage the risk associated
with state high-risk pools. The federal government would still have to provide
some form of back-up for those risks and long-term viability for the pools, so
that insurance companies will remain in or rejoin the game.
Back to Top

April 4th Marks Equal Pay Day - What Does This Mean
for Employers?
Pay equity day marks the number of days into 2017 that the average woman
will have earned the same amount that the average man earned, who worked
all of 2016. There is no doubt that pay equity has become a high priority for
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employers, as administrative agencies and multiple states have moved to
address pay equity and its implementation.
While in D.C. I saw that many companies were offering a 20 percent discount
on the 4th, to mark the occasion. Simply stated: if women get paid 20 percent
less, here is a 20 percent discount to mark the day. Through some research, I
found that companies such as Lyft, Luna Bar, and Procter & Gamble offered 20
percent discounts or special offers. There were multiple companies in 25 U.S.
cities offering 20 percent discounts on a variety of items, including coffee,
pizza, and pet supplies.
This is no longer an issue to be pushed aside. For example, The U.S.
Department of Labor recently asserted that Google has practiced “systematic
compensation disparities” across its workforce. (Note: Google has responded
that the claim is baseless).
Companies are concerned with pay equity in general and should be asking
questions such as:
Who is protected?
What type of work must be compared?
Can employers rely on geographic location to explain pay differences?
What is the statute of limitations?
In the U.S., changes to state and federal laws make a pay equity analysis a
must-complete project.
The focus is on developing an analysis that evaluates the key components of
pay, relevant to your organization. The emphasis is to align your organization’s
objectives with your compensation plans, identify, and then address,
unexplained differences in pay. At the end of such a review, you can be more
certain that your organization’s practices are aligned with stated business
policies and priorities, as well as being competitive and compliant.
Back to Top

Cowden View
Why You Need Compensation Benchmarks
When you are looking to hire new talent for an open position, how do you
determine the right compensation for the job? Obviously, you must set it within
http://mailchi.mp/4cc73026118d/cowden-times-vol-9-2017
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a range that works with your budget. But how do you know if you’re spending
too much or offering so little that the best applicants won’t even bother? You
can start by comparing your compensation to benchmarks for similar positions
within your industry.

Attract and Motivate Workers
The most important reason to review benchmarks for compensation is to be
able to offer compensation that attracts quality talent and motivates the talent
you already have. Other companies in your industry will be drawing from the
same talent pool, so you need to make sure you are staying competitive.
Prospective employees will know what similar positions in your industry and
your region are paid and base their decisions on how you match up. Sites like
Glassdoor and LinkedIn allow job seekers to compare salaries and review
employers before walking into the interview. If your offer is too low, the best
may just laugh it off.
Of course, once you’ve found your talent, you want to make sure they feel they
are receiving the compensation they deserve. If you undervalue a position
compared to industry benchmarks, your best workers will be driven away when
they learn of the better compensation they might receive elsewhere.
Meanwhile, your marginal employees may be perfectly happy to stay.

Promote Equity
In addition to paying each worker what they deserve, you also need to establish
fairness between jobs. Each position should be compensated based on their
value to the company, but similar positions should have similar compensation
packages.
You can and should value greater education, experience, etc. among workers
in the same position, as these often translate to greater value to the company.
Basing starting compensation on such factors is a good way to attract more
valuable prospects, as well. When considering increasing an employee’s
compensation, you should consider how these factors have changed on the
job, through professional development, and so on.
Seniority, too, can lead to differences in pay as a reward for long service.
Veteran employees deliver more value because they understand how the
company operates and can pass that knowledge on to newer workers. If a longserving employee doesn’t see this reflected in their compensation, they may
grow resentful and consider looking for new opportunities.
It should be said that significant disparities between workers in similar
positions, based on race, gender, etc., may open your company to
http://mailchi.mp/4cc73026118d/cowden-times-vol-9-2017
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discrimination claims. When developing your compensation strategy, you
should strive to be as equitable as possible based on such factors.

Control Costs
Knowing what a position is generally worth in your industry should also keep
you from needlessly stretching your budget. When setting benchmarks, you
should decide how competitive you can afford to be with other companies in
your industry. If you know that you can’t offer as much as a larger competitor,
you can start to look at creative options to attract quality talent.
When budgeting for a position, you can balance salary and benefits plans to
make an attractive compensation package while maximizing value. The right
employee might be willing to take a smaller paycheck home if they are gaining
greater flexibility in their schedule, for example.
For these reasons, compensation benchmarks should be an important part of
how you develop your compensation strategy. Cowden Associates
compensation specialists provide benchmarking services to help companies
understand industry trends and set effective strategies. Contact us today to set
up a consultation.
Back to Top

How Employers Can Address Uncertainty and Challenges
With a new President and a newly empowered Congress, a lot of changes are
coming in the near future. How can you help your employees understand the
challenges your company may face in uncertain times?

Potential Problems in 2017
Your employees will understandably feel stressed about what all this change
could mean for their jobs. Shake-ups in health care, immigration, and trade
policy can all affect businesses and make employment feel less secure.
The healthcare industry will certainly experience changes, but what may
replace the Affordable Care Act remains unclear. Your employees may fear that
new requirements could alter their coverage even when they get their insurance
through work. They will want to know what, if anything, is changing with your
company’s health benefits plans.
The new administration’s immigration policies may make it difficult for
businesses to fill available positions, since the native workforce is nearing the
http://mailchi.mp/4cc73026118d/cowden-times-vol-9-2017
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effective limits of unemployment. Without the ability to bring in talent from
overseas, businesses may struggle to grow even if the economy grows
stronger. Employees’ workloads would have to increase to meet demand.
Trade war tactics like tariffs on imports and taxes to fund pet projects could
stress domestic businesses’ ability to operate internationally. As foreignsourced goods rise in price, costs increase and budgets grow tighter. Workers
may wonder how this will affect your business’s spending in other areas.

Communicating About Challenges
With all of these questions and anxieties floating around, you will need to work
hard to smooth things over with your employees. The key to alleviating their
fears is communication. Here are some things to keep in mind when developing
your communications plan.
Be prepared, be consistent, and be honest. The sooner managers are
brought into the process, the more time they have to develop a simple,
clear message for their employees. This more than anything else will help
put them at ease.
Communicate frequently. As the situation evolves, keep your employees
up to date on how the business is handling the challenges you face. This
will stop rumors from forming and keep everyone focused on business.
Show empathy, and communicate face to face. The most reassuring
message an employee can hear will come directly from leaders who show
that they understand how stressful or confusing uncertain times can be.
Cowden can help you communicate with your employees on benefits plans,
compensation, and their many concerns in uncertain times. To find out about
the various communications assistance services we offer, contact us for more
information.
Back to Top

The Effect of Data-Sharing on the Healthcare Industry
Since the introduction of electronic health records, a debate has raged over
when and how information should be shared between providers, insurance
companies, and government. Sharing data about health, treatments, and
outcomes can potentially benefit many sectors of the healthcare industry, but it
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can also put patients, providers, employers, and more at risk when it comes to
privacy.

Sharing Data Makes Healthcare More Efficient
With more widespread data sharing, doctors are able to access an individual’s
patient records faster. They can avoid scheduling unnecessary and expensive
tests that have already been conducted and the results shared. Doctors can
also gather the patient’s history over and over again as needed. Better
communication between specialists can also prevent dangerous interactions
between prescription drugs. More data leads to better models of individual and
group health, which can lower healthcare and insurance costs.

Compromising on Privacy May Harm Individuals
On the other side of the argument, there are obvious concerns about individual
privacy that must be addressed. Current regulations like the Health Insurance
Portability and Accountability Act (HIPAA) protect patients’ confidential
information, but proponents of greater data sharing think they will need to be
loosened if the benefits of these systems are to be fully realized.
There are good reasons to restrict access to this information, though. Certain
data, especially genetic information, can be used to unfairly discriminate
against individuals based on inherited factors rather than behavior. Would you
want to share your data if you knew your health insurance premiums could go
up just because you were born with a predisposition to a rare illness?
On the other hand, the dangers of and restrictions on sharing health data are
often misunderstood. Providers often don’t know when and to whom they are
allowed to release health data, leading to relatives being unnecessarily refused
information about their sick loved ones.
For patients, how much information they want released varies drastically
depending on their health. Patients with severe illnesses are more likely to
approve of sharing their data in hopes of improving their outcome, while those
who are healthier resist data sharing because the benefits are not obvious.
The facts are becoming clearer, however. Yes, there are ethical and legal
concerns, but data sharing in the healthcare industry can save lives and lower
costs. Employers should consider this issue when developing health benefits
plans. Cowden Associates provides consulting services on many health &
benefits programs. Contact us for more information.
Back to Top
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About Cowden
Cowden Associates, Inc. (Cowden) is recognized as a leading independent
compensation, health and benefits, and retirement consulting firm regionally,
nationally, and internationally. Cowden was established in 1996, bringing
together seasoned professionals to provide client-focused advice designed to
produce superior and measurable results to businesses, regardless of size or
industry. Client industries include: financial institutions, governmental entities,
healthcare, manufacturing, not-for-profit, school districts, and Taft-Hartley.
Cowden’s exceptional interactive approach is what sets us apart from similar
consulting firms. To deliver a tailored resolution to your specific needs, we first
identify the overall attributes exclusive to your organization. We build an
understanding of your organization by asking questions, observing, and
listening. In this manner you are not merely receiving a pre-fabricated answer,
but rather a unique solution for your circumstances.
Back to Top

How Are We Doing?

Please let us know how we're doing by submitting a Cowden Gram!
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