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Overview

Objective: Conduct a competitive market assessment of the 
compensation provided to BCBSD Inc.’s Chief Executive Officer

Scope:

– Documentation of BCBSD’s executive compensation comparison 
framework

– Valuation of all significant components of pay for BCBSD’s CEO

– Detailed market assessment using valid third-party data

– Documentation of the assessment

– Confirmation of findings with the Chairmen of the Board and 
Personnel Committee, the CEO and outside counsel
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Executive Summary
At the request of BCBSD’s Board, Watson Wyatt assessed the 
competitiveness of the core compensation and benefits for 
BCBSD’s Chief Executive Officer using a market comparison 
framework approved by the Personnel Committee

– Compensation:
Salary
Annual Incentive
Long-Term Incentive
Total Direct Compensation

– Benefits:
Supplemental retirement benefits (non-qualified deferred 
compensation)
Automobile allowance

Most of the compensation and benefit values for BCBSD’s CEO 
are below median values in the defined market
Details of our assessment are provided in this report
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Executive Compensation Comparison Framework

Compensation Assessment

Nonqualified Benefits & Perquisites

Appendix
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Peer Comparison Philosophy1

BCBSD benchmarks its executive compensation levels against those of comparison 
organizations in two industry sectors:

– Non-Public BCBS Companies
– Health Insurance & Managed Care Companies

Private
– For-profit
– Mutual

Publicly traded
Not-for-profit

BCBSD defines the geographic market for executive compensation as national
Compensation data are selected or adjusted to reflect peer organizations 
comparable in size to BCBSD

– 2008 gross healthcare revenue2 of $1,180M
– 2008 total assets of $310M

BCBSD uses data from reliable, published compensation surveys
Data from the two industry sectors are examined separately, rather than weighted 
and combined
Each pay element is compared to median values in the comparison organizations

1 Validated by BCBSD’s Personnel Committee
2 Includes both underwritten premiums and Amounts Attributable to Self-Funded Arrangements to permit comparability to competitive survey data
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BCBSD Peer Comparison Framework

Weight
Percent of total market comprised by each sector

Positioning
Targeted percentile rank

Pay
Element    

Salary

Annual 
Incentive

Long-Term 
Incentive

Validated by BCBSD’s Personnel Committee
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Executive Compensation Elements

Cash Compensation
– Base salary

– Short-term incentive compensation

– Long-term incentive compensation

Nonqualified Executive Benefits & Perquisites
– Retirement (e.g. Non Qualified Deferred Compensation)

– Perquisites (e.g. Car)

ELEMENTS INCLUDED IN ASSESSMENT

Validated by BCBSD’s Personnel Committee
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PUBLISHED SURVEY DATA

Compensation Surveys and 
Comparable Organization Size1

1 Validated by BCBSD’s Personnel Committee
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BCBS Companies in WWDS Database
Watson Wyatt Data Services (WWDS) 2008/2009 Health Insurance 

Executive Compensation Survey Participants

Note: All companies were included and compensation data were adjusted for organizational size (gross revenue) using statistical regression.
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Executive Compensation Comparison Framework

Compensation Assessment

Nonqualified Benefits & Perquisites

Appendix
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Compensation Assessment
SUMMARY OF SECTOR DATA ($000)

Base Salary

Short-term 
Incentive

Total Cash 
Compensation

Long-term 
Incentive

Total Direct 
Compensation

Source File: BCBSD Survey Analysis v5
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Compensation Assessment continued

DETAILED SECTOR DATA ($000)

Detailed methodology and assumptions are provided in the Appendix
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Executive Compensation Comparison Framework

Compensation Assessment

Nonqualified Benefits & Perquisites

Appendix
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Non Qualified Deferred Compensation (NQDC)

BCBSD’s Benefit Value assumptions:
– Maximum benefit of  of Final Pay after  of service
– Benefit is fully vested (assumed for purposes of this assessment)

– Gross value is used in calculations; actual value is offset by ERP and 
PEP

BCBSD Current Total Cash Compensation is  (annual incentive 
at target)

– Market Competitive Total Cash Compensation is  (non-public 
BCBS median)

Competitive retirement benefit for Peer Group is based on Non-
Public BCBS Companies
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Non Qualified Deferred Compensation continued
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NQDC Assessment: Findings

Assuming a 4% interest rate, BCBSD’s benefit is:
– At 15 years of service:

Above competitive at BCBSD’s actual compensation level
Below competitive compensation and benefit levels

– At 30 years of service:
Below competitive at BCBSD’s actual compensation level
Less than half the competitive compensation and benefit levels

Assuming a 6% interest rate, BCBSD’s benefit is:
– At 15 years of service:

Above competitive at BCBSD’s actual compensation level
Close to competitive compensation and benefit levels

– At 30 years of service:
Close to competitive at BCBSD’s actual compensation level
Less than half the competitive compensation and benefit levels

DETAILED CALCULATIONS FOLLOW
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NQDC Assessment: Detail
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Perquisites Assessment

1 Prevalence values reflect companies providing company owned or leased cars or allowance in lieu of car
2 2008/2009 WWDS Survey Report on Non Qualified Benefits and Perquisites Practices - Healthcare Cut
3 2008 Integrated Healthcare Strategies Executive Compensation Survey
4 2008 Sullivan, Cotter & Associates, Inc. Survey of Manager and Executive Compensation in Hospitals and Health Systems

CEO AUTO PERQUISITE
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Executive Compensation Comparison Framework

Compensation Assessment

Nonqualified Benefits & Perquisites

Appendix
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Appendix:
Compensation Assessment Methodology
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Overview

 Objective: Conduct a competitive market assessment of the cash 
compensation provided to BCBSD Inc.’s Vice Presidents

 Scope:

 Documentation of BCBSD’s executive compensation comparison 
framework

 Valuation of cash compensation for BCBSD’s six vice presidents

 Detailed market assessment using valid third-party data

 Documentation of the assessment

 Confirmation of findings with the Chairmen of the Board and Personnel 
Committee, the CEO and outside counsel
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Executive Summary

 At the request of BCBSD’s Board, Towers Watson assessed the 
competitiveness of the compensation for BCBSD’s Vice Presidents using a 
market comparison framework approved by the Personnel Committee in 2009
 Salary
 Target Annual Incentive
 Target Annual Cash
 Target Long-Term Incentive*
 Total Direct Compensation

 In general, BCBSD compensation is below competitive median levels
 On average, BCBSD base salaries are in line with the 50th percentile market data of the Non-

Public BCBS industry sector and between the 25th and 50th percentiles of the Health Insurance 
and Managed Care industry sector data

 BCBSD Target Annual Cash is between the 25th and 50th percentiles Non-Public BCBS 
industry sector data and slightly below the 25th percentile for Health Insurance and Managed 
Care industry sector data

 BSBSD Total Direct Cash is below the 25th percentile of both industry sectors 

 Details of our assessment are provided in this report

* BCBSD does not provide long-term incentives, but these market data are included in this analysis for reference, as they are 
prevalent practice in comparison organizations
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 Executive Compensation Comparison 
Framework

 Compensation Assessment

 Appendix

4
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Peer Comparison Philosophy1

 BCBSD benchmarks its executive compensation levels against those of comparison 
organizations in two industry sectors:
 Non-Public Blue Cross Blue Shield (BCBS) Companies
 Health Insurance & Managed Care Companies

—Private
– For-profit
– Mutual

—Publicly traded
—Not-for-profit

 BCBSD defines the geographic market for executive compensation as national
 Compensation data are selected or adjusted to reflect peer organizations comparable in size

to BCBSD
 2010 gross healthcare revenue2 of $1,250M
 2010 total assets of $350M

 BCBSD uses data from reliable, published compensation surveys
 Data from the two industry sectors are examined separately, rather than weighted and 

combined
 Each pay element is compared to median values in the comparison organizations

1 Validated by BCBSD’s Personnel Committee in 2009
2 Includes both underwritten premiums and Amounts Attributable to Self-Funded Arrangements to permit comparability to competitive survey data
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BCBSD Peer Comparison Framework

Pay
Element

Weight
Percent of total market comprised by each sector

Positioning
Targeted percentile rank

   

Salary

Annual 
Incentive

Long-Term 
Incentive

* Towers Watson Data Services

Validated by BCBSD’s Personnel Committee in 2009
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 Executive Compensation Comparison 
Framework

 Compensation Assessment

 Appendix

7
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Definitions

 Salary Annual Base Salary

 TAI Target Annual Incentive ($)

 TAC Target Annual Cash = Salary + TAI

 LTI Target Long-Term Incentive ($)

 TDC Total Direct Compensation = TAC + LTI
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Compensation Assessment
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 Executive Compensation Comparison 
Framework

 Compensation Assessment

 Appendix
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Appendix:
Compensation Assessment Methodology
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Survey Details
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BCBS Companies in TWDS Database
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Towers Watson Data Services (TWDS) 2010/2011 Health 
Insurance Executive Compensation Survey Participants

Note: All companies were included and compensation data were adjusted for organizational size (gross revenue) using statistical regression.
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Matching Detail
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DETAILED SECTOR DATA ($000)
VP, Corporate Marketing

Detailed methodology and assumptions are provided in the Appendix
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Matching Detail continued

15

DETAILED SECTOR DATA ($000)
SVP, Operations
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Matching Detail continued
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DETAILED SECTOR DATA ($000)
Chief Financial Officer

ND = No Data
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Matching Detail continued
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DETAILED SECTOR DATA ($000)
Chief Information Officer
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Matching Detail continued
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DETAILED SECTOR DATA ($000)
VP & Chief Medical Officer
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Matching Detail continued
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DETAILED SECTOR DATA ($000)
VP, General Counsel & Corporate Secretary
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Alrich,Christine VP, Corporate 
Marketing

Top Sales & Marketing Executive: Responsible for the marketing and sales efforts of all company products, 
including marketing strategy and programs, advertising, sales and distribution channels, management of sales force(s), 
and sales support activities. May be responsible for product pricing and product development related to markets 
served.

Fad, Scott SVP, Operations
Executive Vice President: Reports to the CEO and is responsible for managing two or more major functional areas 
(e.g., Claims, IS and Sales & Marketing) and/or for two or more major business units (e.g., division, line-of-business, 
geographical business unit, subsidiary). At least 75% of the areas managed must be revenue generating areas.

Hynek, James Chief Financial 
Officer

Top Financial Executive: Responsible for the accounting, treasury, and related financial functions of the company. 
Assists in long-range planning; assures that appropriate efforts are made to maximize the company's financial position. 
Advises the CEO on financial matters. May direct real estate and/or investment functions of the company. Typically the 
Chief Financial Officer, but may report to an EVP or Multiple Unit VP with the CFO title.

Jones, William
Chief 
Information 
Officer

Chief Information Systems Executive: Responsible for the planning, organization, and control of the company's data 
processing operations, including systems development and operations, applications development, and 
telecommunications. Evaluates, develops, and recommends plans for data and information processing techniques and 
equipment. Coordinates and schedules the integration and transition from existing to new data handling procedures. 
Provides for continuous review of current data processing applications in light of new developments in computer 
technology (mainframe, workstation, and PC) and the needs of the company.

Kaplan, Paul VP & Chief 
Medical Officer

Top Medical Officer/Executive: Establishes medical policies, practices, and procedures that impact the health care 
products and services provided by the company. Assures that organizational practices, staffing, and communication 
practices are appropriate. Assists in developing medical protocol standards for the company and development of 
relevant statistics to improve the quality of healthcare provided. Acts as the company's medical expert and 
representative on issues related to health care and medical practices.

Kirk, William

VP, General 
Counsel & 
Corporate 
Secretary

Top Legal Executive/General Counsel: Responsible for providing legal assistance, counsel, and advice to the Chief 
Executive Officer, the Board of Directors, and other executives on various business and insurance problems. Keeps 
abreast of legislative and regulatory developments, particularly as they affect the operation of the company. Assures 
representation of the company before various insurance and industry associates, and government agencies. Assures 
presentation of the company's position before insurance commissions. Reviews legal implications of various ruling, rate 
matters, or administrative regulations. May be involved with large claims issues involving litigation. Responsible for legal 
provisions of reports required by law.
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Contact Details

 Donald Gallo
 Senior Consultant
 950 17th St Suite 1400, Denver, CO 80231
 303-575-9802
 donald.gallo@towerswatson.com

 Drew Smith
 Analyst
 950 17th St Suite 1400, Denver, CO 80231
 303-575-9712
 andrew.smith@towerswatson.com



   
   

            

             

          

           

  

          

     

            

         

          

             

         

             

               

              

               

              

                 

  

  

 
 

kanousakes
Blue Rectangular Exhibit Stamp



  

             

           

             

               

 

          

          

              

           

         

            

            

              

              

             

            

              

        

             

             

              

  

 
 



               

             

   

          

              

             

          

               

              

             

              

               

               

              

              

            

            

             

           

              

            

              

  

 
 



             

             

             

           

             

  

             

              

               

               

               

               

              

                  

               

                

 

          

              

           

               

  

 
 



              

    

         

            

             

           

                   

                

           

                 

              

              

              

             

     

            

              

              

              

                 

              

             

  

 
 



             

             

                 

             

                

           

              

              

          

      

        

              

               

              

              

                

            

              

              

              

               

             

   

 
 



            

           

            

             

                

             

             

             

             

                

             

               

             

              

                

             

                   

      

         

               

               

   

 
 



               

       

             

              

             

            

  

          

               

           

                

                 

              

               

              

               

            

             

               

          

   

 
 



       

           

              

                

                

                 

                

             

              

          

                 

             

                   

                

           

                

            

          

                

               

               

               

   

 
 



               

              

                

                

              

             

             

             

              

                

             

                

              

              

              

              

              

              

             

               

                   

           

  

 
 



                

                 

                  

                 

          

            

                 

                 

              

              

               

             

                

             

 

          

                

              

               

   

             

               

   

 
 



            

          

              

   

 
 



            

                

         

            

   

 
 



            

                

              

              

           

               

            

                

                 

            

                

                

               

               

             

                

                

              

    

             

               

              

   

 
 



               

            

             

 

           

             

               

                

              

               

             

           

             

              

             

            

             

        

            

               

            

             

  

 
 



              

              

              

     

             

               

              

            

             

               

              

             

              

            

            

             

            

            

                

                 

            

           

   

 
 



             

               

              

           

              

            

               

                 

      

                

               

               

            

                  

               

                   

  

             

              

             

              

   

 
 



               

             

            

                 

              

            

                

               

               

               

               

 

          

             

               

           

           

           

          

             

            

         

   

 
 



             

                

           

               

              

                

               

  

  

          

              

               

              

                

              

            

              

            

             

               

                

             

  

 
 



               

               

                

     

            

                  

               

              

              

               

              

                

 

              

             

             

        

  

          

            

            

            

      

 

 
 



          

            

           

           

    

   

           

              

              

              

               

              

           

               

              

             

             

              

              

    

           

              

   

 
 



                

                

                 

            

              

            

  

             

           

               

                

                

 

           

               

             

             

             

             

                

            

   

 
 



               

         

      

             

             

         

                

              

            

     

           

              

          

            

              

                 

            

              

            

              

             

     

   

 
 



               

             

           

                

               

                

                  

            

                

     

          

               

                

               

 

   

 

    
       

       
   

 

 
 



   

                 

               

    

   

           

               

             

                

            

          

          

           

             

           

              

               

               

                

             

   

 
 



             

              

            

               

          

           

                

                

                

                 

                 

                 

          

          

                

               

       

           

                

               

              

   

 
 



            

              

            

                

    

              

               

                

      

  

             

               

            

             

            

       

          

             

      

            

          

            

              

              

 

 
 



  

            

            

             

           

            

            

             

             

            

 

            

             

            

            

              

             

              

             

            

             

            

                

             

 

 
 



              

               

 

        

           

          

   

            

              

   

            

               

           

     

         

           

           

                

              

         

   

 
 



            

             

         

              

                 

                 

              

                

                

               

               

             

             

            

                 

                 

              

                

            

               

               

              

   

 
 



                 

     

             

             

                

              

             

            

             

              

               

               

                  

              

             

               

             

               

              

                

                

                  

  

 
 



                

              

                 

               

             

            

          

 

    

  

    
        

   

 
 



   
   

             

               

          

           

        

          

          

            

         

          

             

         

             

              

               

              

                

             

            

 
 

 
 

kanousakes
Blue Rectangular Exhibit Stamp



  

            

           

              

                

   

          

          

              

           

             

            

       

            

            

              

             

            

             

              

        

            

 
 

 
 



              

             

              

            

       

             

                

              

               

              

                

              

                  

              

               

              

              

            

               

                 

                 

 

 

 

 
 



         

              

            

               

              

    

         

            

            

           

                

                  

           

              

                

             

               

             

        

           

              

             

 
 

 
 



             

                

               

             

           

           

                 

           

               

               

           

             

                  

  

      

        

              

               

              

              

                

               

 
 

 
 



            

             

             

                

              

             

                

                

           

             

                

           

           

            

             

           

               

              

                

              

              

              

 
 

 
 



            

               

                

              

                

              

               

              

             

              

               

              

              

                

              

      

         

               

               

               

       

 
 

 
 



             

              

            

            

   

          

              

           

               

                

               

               

             

            

               

           

                 

              

       

           

              

                

 
 

 
 



                

                 

                

             

               

          

                 

             

                  

                

                

        

          

                

              

               

               

              

             

               

                  

              

 
 

 
 



             

              

             

               

              

                

            

               

            

                 

             

               

               

              

             

                

               

                

               

                

                 

              

 
 

 
 



          

                

               

               

             

             

              

              

               

             

         

              

             

             

         

 

 

 

 

 

 
 

 
 



 

 

 

 

 

 

 

 

  

 

 

 

  

 

 

 

 

 

 

 

 
 

 
 



 

            

                

          

           

 

 

 

 

 

 

 
 

 
 



 

 

 

 

           

                 

             

             

             

              

            

                 

                

             

              

               

               

                 

             

                

                

 
 

 
 



               

      

            

               

              

              

            

              

  

          

            

                

                

               

                

             

            

             

              

             

           

 
 

 
 



            

          

         

               

             

               

             

             

                 

       

            

                

               

            

             

               

              

             

             

             

            

             

 
  

 
 



            

            

               

                

            

           

              

              

                

           

             

             

              

                 

          

               

              

                

            

                

               

 
  

 
 



                   

     

            

              

             

              

              

               

            

                

              

            

                

                

                

              

              

  

         

             

              

          

 
   

 
 



            

          

         

            

           

            

         

                

           

             

              

               

               

           

  

          

              

              

             

               

                

            

 
 

 
 



              

           

              

            

                 

              

                 

             

              

             

             

                

             

              

              

      

            

                 

               

              

             

               

 
 

 
 



               

                

 

              

              

              

      

         

             

           

           

        

         

            

            

           

    

   

           

             

               

              

 
 

 
 



               

              

           

              

             

              

             

              

              

    

           

              

                

               

                  

            

              

            

  

             

           

               

 
 

 
 



                

                

 

           

               

             

             

            

            

                 

            

                

         

      

             

             

         

                  

              

            

     

 

 

 
 



          

              

          

            

              

                

 

            

              

            

              

             

     

              

             

 

           

               

                

               

                  

           

 
 

 
 



               

         

          

               

                

               

 

   

   

      
       

      
   

    
         

                 

               

    

   

           

              

             

                

 
  

 
 



            

           

          

           

             

           

              

               

               

                

             

              

               

            

               

           

           

                

                

                

                

                 

 
  

 
 



                

            

          

                

               

       

          

               

               

             

             

              

  

            

                

    

              

               

                 

      

 

            

              

           

 

 
 



  

              

          

         

          

            

       

            

         

             

            

              

             

            

              

 

           

            

            

              

              

            

 

            

             

 

 
 



            

         

              

             

               

             

             

             

           

               

               

            

               

    

        

           

          

   

           

               

    

            

               

 
 

 
 



           

     

         

           

           

               

               

         

            

             

              

            

                

             

             

                

              

                 

                 

              

                 

               

 
 

 
 



               

               

             

             

            

                 

                

              

                

              

               

               

              

                 

     

            

             

                

               

             

            

             

              
 

  

 
 



               

               

                  

              

            

              

             

             

             

              

                

                 

                 

             

                

                  

               

     

 
 

 
 



            

          

 

    

 
 

  

 
    

   
   

 
 



Executive Compensation Analysis 
Change of Control 

BCBSD Board of Directors 
May 18, 2011 

 
For many years, BCBSD has had employment agreements with its executive officers.  These are standard in the industry and are intended to protect both 
BCBSD, Inc. (the “Company”) and the executives. The CEO and each of BCBSD’s six Vice Presidents (one of whom is designated a Senior Vice 
President) have such an agreement. An important part of the agreements concerns termination of employment, including: causes for termination, 
noncompetition and nondisclosure by the executive following termination, and compensation in cases of termination other than for cause. The contracts 
are intended to keep an executive whole by providing severance benefits in the event of a termination of employment (other than for cause) prior to the 
contract expiration. If a Change of Control (“COC”) occurs, at closing, each of the six Vice Presidents would get a fresh starting date for his or her contract. 
Each contract is currently on a calendar-year basis and has terms of either one or two years. (This “fresh start” provision is not included in the CEO’s three-
year contract, under which severance benefits are limited to 24 months.) If approved and completed, the proposed Highmark affiliation would constitute a 
COC for severance purposes; but, other than the severance benefits, there are no bonuses or other incentives for executives that are contingent upon a 
COC. It is important to note that a COC alone does not allow an executive to collect a severance benefit. There must be an additional trigger, such as 
involuntary termination of the executive’s employment or a substantial reduction of duties or compensation. 
 
In a “Worst Case” scenario, i.e., if the employment of all seven officers was terminated other than for cause immediately after closing, the Company would 
be obligated to make severance payments corresponding to the officers’ varying contract durations, including base salary and annual incentive, as well as 
certain other benefits. (Even without a COC, the officers would be entitled to periodic severance payments upon such a termination, but the occurrence of 
a COC would result in the payments being made in a lump sum, reduced to present value.)   
 
The other significant potential severance benefit is related to the Company’s nonqualified retirement plans. In addition to its qualified retirement plan with 
two formulas (the traditional formula and the newer pension equity formula), which is generally available to most employees, the Company maintains 
nonqualified retirement plans for executives. These include Supplemental Executive Retirement Plans (“SERPs”) that complement the traditional pension 
plan formula, as well as a Benefit Restoration Plan (“BRP”) and a Nonqualified Deferred Compensation employment agreement provision (“NQDC”) that 
complement the pension equity formula of the qualified plan. Two of the officers participate in the traditional formula in the qualified plan and in the SERPs, 
but not in the BRP or NQDC; these are mutually exclusive. The remaining five officers participate in the pension equity formula of the qualified plan and the 
BRP, and three of them also have the NQDC provision in their employment agreements.    
 
Each of the officers already has certain vested rights in these nonqualified plans, as well as the qualified plan, which would be the Company’s obligation 
irrespective of a change of control; i.e., upon a voluntary termination or retirement. Amounts already accrued and vested in these plans are not affected by 
a COC and are not displayed in the table on page 3. In the event of termination following a COC, four of the officers would receive additional amounts 
credited to their respective NQDC contract provisions or SERP Plan, corresponding to the remaining durations of their contracts.   
 
The Company has obtained updated estimates of the incremental amounts (beyond amounts already earned and vested) for which it could be obligated if 
lump sum severance benefits became payable because of a termination within two years of  a change of control. For purposes of illustration, the estimates 
assume two different and highly unlikely “Worst Case Scenarios,” in which all seven executives would be terminated immediately following changes of 
control effective at years ending 2011 and 2012, respectively. Please note that the tables on page 3 include the major elements of severance payments, 
i.e., base salary, annual incentive, and additional retirement plan amounts (if applicable), but do not include medical benefit costs or the officers’ car 
allowance ($250 per month), each of which is also payable during a severance benefit period. Because the amounts of potential severance would be 
largely driven by contract durations and base salaries, we have listed that information in a table on page 2.  As the Board has directed, BCBSD’s officer 
salaries have been reviewed periodically by outside experts. The table on page 2 includes officer-by-officer comparison points from the most recent such 
outside analysis. The Company’s projected total direct compensation is significantly below the 50th percentile for the non-public BCBS industry sector and 
the 25th percentile for the health insurance and managed care industry sector, even after adjusting for revenue differences.   
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Executive Compensation Analysis 
Change of Control 

BCBSD Board of Directors 
May 18, 2011 

        
Peer Comparison Data - Non-Public BCBS Plans (Note A) 

         
  

Current 
Base 

Salary 
 

Current 
Target Bonus 

(Note B) 
 Total Targeted 

Direct Comp. 
 50th Percentile 

Salary 
 

50th Percentile 
Bonus 

(Note C) 
 Total Targeted 

Direct Comp. Officer 
      

            $420,000  
 

 $126,000  
 

     $   546,000  
 

$632,000 
 

$623,000 
 

$1,255,000 
 $258,100  

 
 $  77,430  

 
$   335,530                  

 
$269,000 

 
$297,000 

 
$   566,000 

 $286,459  
 

 $  85,938  
 

      $   372,397  
 

$344,000 
 

$319,000 
 

$   663,000 
 $280,700  

 
 $  84,210  

 
          $   364,910  

 
$253,000 

 
$227,000 

 
$   480,000 

 $244,700  
 

 $  73,410  
 

$   318,110 
 

$247,000 
 

$198,000 
 

$   445,000 
 $329,400  

 
 $  98,820  

 
$   428,220 

 
$299,000 

 
$241,000 

 
$   540,000 

 $248,700  
 

 $  74,610  
 

$   323,310 
 

$210,000 
 

$125,000 
 

$   335,000 

           
    

 Total 
     

$2,688,477 
     

$4,284,000 

             Average (All positions) 
   

$   384,068 
     

$   612,000 
Average (Senior V.P. and V.P. positions) 

 
$   357,079 

     
$   504,833 

             Note A)  Peer Comparison Data obtained from competitive compensation assessments performed by Towers Watson. Peers include non-public BCBS 
               Plans. Data was regressed based upon gross healthcare revenue or assets. Towers Watson also provided benchmark data for the health 
               insurance and managed care industry sector. BCBSD's Total Targeted Direct Compensation was below the 25th percentile for each of the   
               seven positions. 

      
             Note B)  Current Target Bonus for CEO and Vice President positions is 30%. 

      
             Note C)  Includes both an annual and a long-term incentive component. BCBSD discontinued its long-term incentive plan several years ago in connection  
              with the CareFirst, Inc. affiliation. 
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Executive Compensation Analysis 
Change of Control 

BCBSD Board of Directors 
May 18, 2011 

 
For a change of control occurring on December 31, 2011, these “Worst Case” amounts are estimated as follows: 
 

 
 
 

 
 

Total 
Months 

2011 
Annual 
Base 

Salary 

 
Total Base 

Salary 
Payments1 

 
Annual 

Incentive 
Percentage2 

 
Total 

Incentive 
Payments 

 
Total SERP 
Additional 
Amounts 

 
Total NQDC 
Additional 
Amounts3 

 
 

Total COC 
Payments 

24 $   420,000 $   845,754 30% $   248,748 N/A    $   535,970 $1,630,472 
24 258,100 519,736 30% 152,861     $  196,819 N/A    869,416 
24 286,459 576,843 30% 169,657 N/A    169,151    915,651 
24 329,400 663,313 30% 195,089 N/A    349,745 1,208,147 
24 248,700 500,807 30% 147,294 N/A N/A    648,101 
12 280,700 283,988 30% 83,525 N/A N/A    367,513 
12 244,700 247,567 30% 72,813 N/A N/A    320,380 

Total  $2,068,059 $3,638,008  $1,069,987  $  196,819 $1,054,866 $5,959,680 
 
 
For a change of control occurring on December 31, 2012, these “Worst Case” amounts are estimated as follows: 
 

 
 
 

Officer 

 
 

Total 
Months 

2012 
Annual 
Base 

Salary 

 
Total Base 

Salary 
Payments1 

 
Annual 

Incentive 
Percentage2 

 
Total 

Incentive 
Payments 

 
Total SERP 
Additional 
Amounts 

 
Total NQDC 
Additional 
Amounts3 

 
 

Total COC 
Payments 

24 $   420,000 $   871,127 30%   $  256,210 N/A     $   304,018 $1,431,355 
24 258,100 535,328 30%   157,447    $  213,680 N/A    906,455 
24 286,459 594,148 30%   174,747 N/A     248,371 1,017,266 
24 329,400 683,212 30%   200,942 N/A     373,618 1,257,772 
24 248,700 515,832 30%   151,713 N/A N/A    667,545 
12 280,700 292,508 30%     86,030 N/A N/A    378,538 
12 244,700 254,994 30%     74,997 N/A N/A    329,991 

Total  $2,068,059 $3,747,149  $1,102,086 $   213,680    $   926,007 $5,988,922 
 
Please note that the following footnotes are the same for both tables: 
 

1For purposes of computing present value of Change of Control severance benefit, Annual Base Salary is deemed to increase at 3% per annum. 
2For purposes of computing present value of Change of Control severance benefit, Annual Incentive is deemed to be 30% of Annual Base Salary.   
3For purposes of computing present value of Change of Control NQDC benefit, benefit amount payable at age 55 discounted to age at calculation  
 date using 3.8% interest rate (current interest rate for pension equity formula of qualified plan) with no regard to mortality.                                           3 
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BCBSD Associate Retention Bonus Plan
Background Information

Individual Name (to be 
redacted in favor of letters: 
Employee A, Employee B, etc.)

Individual’s specific 
employment function
(displayed in full)

Reason for Individual’s inclusion in Plan (displayed in full)

Employee A Primary lead for account 
relationship with Company’s 
largest client (State of 
Delaware) 

The account relationship with the State is critical to BCBSD (it is roughly 
one third of our local membership), and the program is going out to bid 
within a few weeks.  The Company believes it is critical to assure 
continuity in this relationship, and this individual has established a good 
working relationship with the client.

Employee B Primary lead for account 
relationships with several of 
the Company’s other largest 
clients 

The Company has a disproportionate amount of its business in a few key 
clients.  For the same reason as with the State of Delaware account, it is 
considered critical to maintain continuity to demonstrate its ongoing 
commitment to them as it makes the transition to Highmark, and this 
individual has established good working relationships with the clients.

Employee C Primary lead for the Company’s 
Underwriting function

This individual has the Company’s most comprehensive background and 
knowledge of its rating and underwriting policies, procedures and 
strategies.  Retaining this knowledge is critical to avoiding market 
disruptions as BCBSD makes the transition to Highmark rating and 
pricing platforms.

Employee D Senior actuarial professional The Company currently has only two full time employees in its Actuarial 
department; this individual handles the greatest volume of its actuarial 
workload and has the most comprehensive knowledge of its pricing 
history and strategies.

Employee E Primary lead for Company’s 
overall Human Resource 
function

The Company believes it is of critical importance to assure strong 
employee communications and relations as it goes through the
affiliation process; this individual has the knowledge and skills to do this.

Employee F Primary internal expert on the 
Company’s employee benefits 
as well as Highmark’s

A significant component of the employee integration effort is the 
migration of BCBSD employees onto Highmark benefits; this individual 
will be critical to effective benefits-related coordination between the 
two companies.

Employee G Primary leader of the 
Company’s internal and 
external communications 
function

The affiliation process will place extreme demands on the Company to 
maintain timely and consistent communications over an extended 
period with key internal and external stakeholders, including Highmark 
and the media.  This individual has the institutional knowledge and 
experience to do so in that environment.  

Employee H Primary non-physician leader of
BCBSD’s medical management 
and quality assurance programs

The Company believes it is of critical importance to avoid lapses in any 
of these extremely important areas during the affiliation process.  This 
individual has demonstrated the leadership skills to assure this.
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Additional background:

 BCBSD utilized Mercer to assist it in evaluating a potential Retention Bonus Program

 The goals of the program are as follows:
o Retain key employees and ensure business continuity
o Allow associates to focus on their jobs by easing their termination concerns
o Recognize the additional efforts and add-on responsibilities of employees during a 

transition
o Ensure that the company continues to operate at a high level during the period of time 

from the affiliation announcement until closing (this will likely be over 15 months)

 Eligibility was determined as follows:
o Associates that would be difficult to replace, particularly during the period from the 

affiliation announcement until closing
o Associates with unique skills sets or institutional knowledge
o Associates who are part of critical operational or strategic functions
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Introduction 

~ Blue Cross Blue Shield of Delaware (BCBSO) retained Mercer to review its existing 
severance plan to ensure that it IS market competitive 

~ BCBSO spun off from CareFirst In 2006 and retained many of the legacy CareFirst 
human resources policies and plans. BCBSO is reviewing these plans to ensure that 
they are still appropriate and competitive relative to market practice 

~ In addition to understanding the competitiveness of its severance plan and its 
provisions; BCBSO is also interested in understanding whether It is common: 

- To have an enhanced severance schedule for positions that may be displaced in 
connection with a change in control (CIC) 

- To provide retention bonuses to key individuals in connection with a potential CIC 
agreenlent 

88 Mercer compared BeSSD to general industry and to the healthcare industry) where data 
was avaiiable) addressing severance eligibiiity! minimum and maximum payout levels! 
forms of payout and benefit provisions. Mercer also reviewed prevalent practices 
surrounding enhanced severance and retention payouts during a CIC 

88 Additional rnarket data is provided in the Appendices 
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Executive Summa.ry 
BCBSD!s severance formula differs from the market 

II! Overall, BCBSDis severance prograrnis benefit levels are above rnarket in some areas 

- The difference in general (non-CIC) severance levels is more pronounced for executives and 
managernent than for the exempt professional and non-exenlpt employee population, 
Benefits for lower level employees are more cornparab!e to genera! industry 

- The maximum benefits (nunlber of weeks of severance) are at the high end of rnarket 
practice for nlanagenlent groupsj which couid represent a high cost for BCBSD) as many 
enlp!oyees have long tenure (over 10 years of service) 

II! BCBSO does not have a nlinimum service requirement as is typical in the market 

II! BCBSOjs program is structured differently from the market 

- Typically severance programs include a minimum benefit !evel for eligib!e employees O,e, 2-
4 weeks of pay), a formula of weeks of severance per year of service (Le" 1 to 2 weeks per 
year of service)~ and a maxinlwll benefit (Le, 26 weeks of pay), 

- While in the market benefits generally increase steadlly with years of service 1 BCBSD's 
program groups the number of years of service and pays out based on these [buckets) 

- This may create inequities in benefits provided to employees with similar tenure. For 
example, an exempt employee who has been with the company 9.5 years would only be 
eligib!e for 13 weeks of severance, while another exempt employee with 10.5 years of 
service would be englble for 20 weeks of severance 
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Executive Summa.ry 
it is not prevalent for enhanced CIC severance to be provided below the 
executive or senior management level 

!B BGBSDJs e!lgibinty for enhanced GIC benefits - which is provided to an levels of employees - is 
broader than the market 

- it is unusual to have an organization-wide enhanced severance plan during a GIC; these 
plans are typically found only at the executive level 

- According to a Mercer survey on GIG practices conducted in 2007 j organizations less than 
$1 B in revenues provide CiG benefits to a median of 11 employees 

- Most organizations limit GIG benefits to less than 1 % of the employees; approximately 8% of 
organizations extend eligibility to 10% or rnore of the employee population 
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Executive Summary 
BCBSD may want to consider changing its program to bring it rnore in !ine with 
market 
~ If BeBSO is interested in better aligning Its severance benefits with the market the following 

alternatives could be considered: 

- Adopt a payout formula which provides a defined number of weeks per year of service 
with minimum and maximum payouts to be more comparable with general industry (see 
appendix for additional detail) 

- Introduce a minimum service requirement of between 6 months and one year for 
severance benefits ei!gib!l!ty 

- Eliminate enhanced severance benefits below the executive leve! 

[] The enhanced GIC severance benefit level for the five officers who currently do not 
have employment agreements is consistent with market practice and may help to 
provide more consistent treatment of executives as a group 

- In the case of a proposed or pending transaction, consider implementing a targeted 
retention program relative to specific business context 

[] Retention incentives during a GiC tend to be taliored to the business situation and 
the nlotivation behind the transaction 

88 Prior to making any program changes, BGBSO should mode! potential cost and assess the 
irnpact on affected employees 

88 In addition j BCBSO shou!d rnake sure its plan either is exempt from or complies with Section 
409A of the !nternal Revenue Code 
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Current Progra.m 
BeBSO differentiates benefits based on career band and tenure 

!il Besso's severance can be summarized as follows: 

Chart A: Weeks of Severance Benefits 

!,I! I Non-Exempt 2 8 12 

A, B I Exempt Professional ! Manager 4 13 20 

C I Manager! Director 12 20 29 

X I Executive 26 26 39 

88 Severance arrangernents for the Vp 1s and CEO are provided under their 
employrnent contracts, 

20 

26 

39 

52 
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Current Progra.m 
Employees can receive a higher benefit level in the event of a business 
combination (CIC) 

Chart B: Weeks of Severance Available During a Business Combination Transition Period with a 
Company Approved by the BCSSD Board of Directors 

i, n Non-Exempt 12 

A,8 Exempt Professional 15 

B,C Manager 26 

C Director 39 

X Executives 78 

~ During a business combination transition period) employees nlay receive the greater of either: 

- The nurnber of weeks available for reasons other than the business combination (chart A); or 

- The nurnber of weeks available during the business combination transition period (chart S) 
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Comparison to Market: Eligibility 
BCBSD!s severance eligibility is consistent with the market! with the exception of 
a minimum service requirement 

B8 An full-time and benefits eligible part-time 
employees (those who work at least 20 hours a 
week) of BeBSD are eligible for severance under 
the 'Severance Plan,' with the exception of 
employees who have an employment agreement 

B8 Temporary associates, leased employees, 
interns and non-benefit-eligible part-time 
associates are not eligible for severance 

B8 Associates are given a 2 week notice period 
prior to their official termination date. If they do 
not sign and return the Severance Agreement 
during that 2 week period they are placed on 
unpaid leave until the date the signed Severance 
Agreement is due (21 days for associates under 
40 years and 45 days for those over 40 years of 
age). Upon receipt of the signed Severance 
Agreement severance payments are made 
dating back to their official termination date. 

II! No minimum service requirement 

B8 The majority of organizations extend severance 
to all levels of the organization 

II! Severance is typically provided to full-time 
employees at an levels and over half of healthcare 
organizations extend severance benefits to part­
time employees 

II! Over 80% of organizations require a release of 
claims against the organization 

!Ii Typically organizations with formal severance 
policies have minimum service requirements 
ranging from six months to a year of eligibility 

lower level employees are more likely to 
have minimum years of service requirement 
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Comparison to Market: Payout Formula 
BCBSD!s payout formula is structured differently from the market) and benefit 
levels are generally above rnarket averages 

!II Years of service are grouped into 
'buckets' and payout is based on 
employee level and years of service 
'bucket' 

!II Minimum benefit levels are 2 weeks 
for non-exempt employees, 4 weeks 
for exempt professions, 12 weeks for 
Band G managers and directors and 26 
weeks for executives 

!II The maximum non-GIG benefit is 20 
weeks for non-exempt employees, 26 
weeks for exempt professionals, 39 
weeks for Band G managers and 
directors, and 52 weeks for executives 

!II Typically, payout formulas are expressed as a number of weeks of 
salary, and employers usuaHy identify a minimum and maxirnum 
payout amount 

~ 1 to 2 weeks of salary per year of service are common severance 
multiples for the professional and paraprofessional levels 

B8 Market practice indicates a range of payout multlples at different 
service levels 

II! Minimum benefit levels provided by BeBSO are generally at the 
high end of the market 

III Over half of organizations place a cap on severance pay 

~ Executive caps are commonly 52 weeks, consistent with BGBSD 

~ For management, the median cap is 26 weeks and the 75th 

percentile is 52 weeks, placing BeBSD in the third quartile 

~ For professionals, BeBSO is aligned with the market median of 
26 weeks 

~ BGBSD's maxirnurn of 20 weeks for non-exempts is between the 
25th percentile (13 weeks) and median (26 weeks) of the market 

Sources: i\;iercer, us Policies and Practices, 2008 
Un:; HfJCllt Harrison, Severance and Separation Benefits; 2005 
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Comparison to Market: Career Ba.nds I a.nd II 
General severance provided to Non-exempt employees (Career Bands I and II) 
is In ilne with genera! Industry averages 

However 1 the enhanced severance policy for a CIC is more generous than both general 
industry and healthcare typical practice for employees with less than 10 years of service 

Non-exempt employees would tYPically not be eligible for an enhanced severance package 
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Number of Weeks Salary Paid as Severance for Non-Exempt 
Employees 

1 Year 5 Years 10Years 20 Years 

Years of Service 

I D Healthcare Industry !i§l General Industry !i§l BeBSO !i§l BeBSO ele I 

Source: vVatson Vl~vatt; Survey Report on Compensation Policies and Practices 200712008 
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Comparison to Market: Career Bands A and B 
Severance for Exempt professionals I Managers (Career Bands A and 8) 
exceeds market averages 
BeBSO's severance prograrn's beneflt levels are generally nlore generous than both 
general industry as well as the healthcare industry at the exempt professional! rnanager 
level 

- Howeverj benefit levels are generally conlparab!e to genera! industry at 20 years of 
service 
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Number of Weeks Salary Paid as Severance for Exempt 
Professionals I Managers 

1 Year 5 Years 10Years 20 Years 

Years of Service 

I D Healthcare Industry rn General Industry rn BeBSO rn BeBSO ele (Exempt) mI BeBSO ele (Managers) I 

Source: vVatson Vl~vatt; Survey Report on Compensation Policies and Practices 200712008 
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Comparison to Market: Career Band C 
Severance benefits provided to Managers and Directors in Career Band Care 
above market averages 

BCBSDJs severance levels are higher than both general industry and healthcare 
average benefit levels for nlanagers and directors 
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Number of Weeks Salary Paid as Severance for Managers I 
Directors 

1 Year 5 Years 10 Years 20 Years 

Years of Service 

10 Healthcare Industry c:lGenerallndustry 0 BeBSO III BeBSO ele Manager c:l BeBSO ele Oirector I 

Source: vVatson Vl~vatt; Survey Report on Compensation Policies and Practices 200712008 
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Comparison to Market: Career Band X 
Benefits provided to executives (Career Band X) exceed leve!s reported for 
severance poilcies but are consistent with benefit levels often provided through 
employment agreements and targeted C!C agreements 

We note that while most severance pollcles do not include an enhanced CIC beneflt) it 
is prevalent for executives to have an employment or CiC agreement which provides a 
cash severance benefit in line with that provided under the BCBSO plan 

Number of Weeks Salary Paid as Severance for Executives 
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Source: vVatson Vl~vatt; Survey Report on Compensation Policies and Practices 200712008 
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Comparison to Market: Salary Continuation 
BCBSD!s payment of severance through salary continuation is consistent with 
the market 

~ Salary continuation benefit is paid on a bi­
weekly basis in an amount equal to the most 
recent bi-weekly base salary 

!II Employees may be eligible to receive a pro­
rated incentive payment in accordance with the 
terms of the applicable incentive plan 

Sources,' rVlfJrcer; us Polich,;;:; and Practices, 2008 

~ !n general, salary continuation or lump sum payout 
are equally common at the executive level (35~/o) and 
lump sum payouts are most common for professional 
and management !evels 

lit Companies that are continuing benefits typically 
provide severance through salary continuation 

88 Companies that are not continuing benefits typically 
provide a lump sum 

!II In the healthcare industry, salary continuation is most 
commonly used (68%), with lump sum payment being 
less common (24%). 

Watson Wyatt Survey Rapod on Compensation Poficies & Practice 2007/2008 
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Comparison to Market: Benefits and Outplacement 
BCBSD!s benefits continuation and outplacement services policies are in line 
with market practice 

;c<! Employees who are eligible for severance 
will also be eligible to receive continuation of 
the health benefits the employee elected as 
an active employee including medical, 
dental, vision, prescription drug, flexible 
spending accounts, and EAP services, until 
the earlier of: 

- The conclusion of the severance period; 
or 
- The date the associate becomes eligible 
to receive health insurance benefits under 
another health insurance plan provided by 
a new employer 

lit Employees are also eligible for 
outplacement services 

;c<! Most companies continue to offer health benefits to 
employees fonowing termination 

- Employees typically receive benefits for the same 
number of weeks as the severance payment 

lit Over half of ernp!oyers provide outplacement 
assistance to employees during a downsizing 

lit When providing outplacement assistance the majority 
of companies choose external providers because it is 
provided at a lower cost 

Source Lee Hecht Harrison, SeWmH1C(:; and Separation 8fmefits 
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Comparison to Market: Change in Control 
BCBSDls plan currently provides a separate CIC severance schedule 

88 BCBSD ernployees receive the higher of the basic severance benefit or the schedule that 
applies to a business combination transition period 

88 In general, CIC severance provisions are cornmon for executives but much less so at lower 
levels of the organization 

88 In one survey, 22% of organizations make special severance provisions for change in 
control situations" However, the majority of those (61 %

) extend those provisions to 
corporate officers only 

88 The objective of providing enhanced severance in a CiC to executives is to motivate 
executives to pursue and facnitate a transaction which may be in shareholder or stakeholder 
interest without regard for personal employment security 

- In contrast general severance policies are designed to provide a competitive benefit 
which compensates employees for Job loss 

i!! CIC severance programs may also be put in place to: 

- Retain the rnanagement team through period of uncertainty 

- Keep the tearn focused on business results and the transition rather than their financial 
security 

Source.s: !l/1ercer Change in Control Swvey, 2007 
Lee Hec;f/t Harrison SfW(:ffwlce & 
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Ma.rket Practice: Retention Pla.ns 
Retention plan design is generally ta!!ored to the business context 

Il! Market practice concerning retention prograrns varies significantly; programs tend to be 
tailored to the business situation and the rationale for the transaction 

Il! During a change in control j common reasons to implement a retention plan are to: 

- Retain key employees and ensure business continuity 

- Anow employees to focus on their job by easing their termination concerns 

.... Reward employees for working and executing through uncertainty or turmoil 

- Recognize additional efforts and add-on responsibilities of employees during a transition 

- Demonstrate the cornpany's cornrrdtment to a specific group of employees 

~ EUgibmty for retention awards is typicany limited to key enlployees who are critical to business 
continuity and are at risk during the transition period such as: 

- Those difficult to replace 

- Those with unique ski!! sets or institutional knowledge 

- Those who are part of critical operational or strategic functions 

~ Often~ companies conduct an internal aSSeSSl11ent to identify ernployees who 111eet these 
criteria and are most critical to retain 

~ Because their purpose is to support retention through a disruption) retention plans (unlike CIC 
plans) generally pay a benefit whether the employee is involuntarily terminated or rernains 
with the organization beyond the retention period 
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Market Practice: Retention Plans 
Retention plans are generany lirnited in eligibility 

!B Minority practice is to extend eligibility to all employees. Survey results indicate that 9 to 32% of 
ernp!oyees are included in the retention program j and retention programs costs can vary from 
OA% to 1 ,80/0 of a transaction cost 

IS! For those organizations that offer retention bonuses, there is no dominant formula used to 
determine the bonus. Formulas can be based on: 

- Percentage of salary 

- Leve!iposition in the organization 

- Length of employment 

- Additionai severance 

- Individual negotiation 

- Individual organization performance 

IS! Market data is shown below: 
Retention award level (by salary) 

Base Salary n 25%ile 50%ile 75%ile Mean 

$200,000 - $400,000 15 20% 50% 50% 54% 
$150,000 - $200,000 19 25% 40% 63% 76% 
$100,000 - $150,000 10 40% 62% 
$80,000 - $100,000 24 25% 39% 50% 58% 
Up to $80,000 16 14% 30% 39% 39% 
Note: n represents number of retention programs( not number of survey participants) 



BCBSD000846 
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Appendix: Data Sources 

~ Mercer compared BCBSDls severance policy provisions to data reported for the 
healthcare industry and genera! industry in the following surveys: 

- Mercer 2008 US Policies and Practices Report 

- Mercer 2007 Change in Control Survey 

- Mercer 2007 Spotlight on Benefits - Healthcare 

- Mercer 2007/2008 Retaining Your Best People - Benchn?arking Merger & 
Acquisition Retention Prograrns 

- Watson Wyatt 200712008 Survey Report on Cornpensation Policies & Practices 

- lee Hecht Harrison Severance and Separation Benefits, 2005 
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Appendix: Payout formula factors 

Factors Impacting Severance Payout Formula ~ 

Executive 94°' /0 75% 13 % ; ,. 77% 14 '}ti 

Management 96% 65% 13% 77°; ! lO 23% 

Professional 95% 56% 11 o;~ /v 75% 27% 

Paraprofessional 92% 52 'Yo 11% 73% 25 1Jo 

Source: !Mercer) Policies and Practices - US) 2008 

66'% 60% 

28% 44% 

20% 32% 

16% 28% 
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Appendix: Payout Formu]as 

Most Common Severance Benefits (Weeks of Pay) by Years 

Executive 0-4 0-9 10-19 0-24 

Management 0-4 5-9 10-19 0-24 

ProfeSSional 2-3 5-9 10-19 0-24 

Paraprofessional 2-3 5-9 10-19 20-29 

Executive 22% 35%) 35%) 6% 1% 

Management 14°i\) 36°;(, 44% 6° ' '-10 1% 

Professional 11% 35% 48'}ti 5% 1% 

Paraprofessional 10% 36% 49% 4°; lO 1% 

"Data shovvn in number of weeks 
Source: Mercer. Policies and Practices - US. 2008 
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Appendix: Benefit Continua.tion 

Average Number of Weeks Medical Premiums Paid b~ 

Executive 16,2 21J 27.7 

Management 9.1 13,8 19,2 

Exempt, (Non-Management) 8.4 13.1 18.2 

Nonexempt 8.0 12.4 16,9 

Average Number of Weeks Medica~ Premiums Paid b~ 

Executive 19,4 23,0 29,0 

Management 12,3 16J 21J 

Exempt (Non-Management) n/a n/a n/a 

Nonexempt nla nla nla 

Source: vVatson Vl~vatt; Survey Report on Compensation Policies and Practices 200712008 

34,9 

26.8 

25,8 

24.0 

37,0 

30,2 

nla 

n/a 
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Appendix: Illustrative Design 
Sample Payout Formula ~ Exempt Employees 

1.5 weeks for each year of service for with a minirnurn of 4 weeks and a 
maximum of 26 weeks 

Qj 
o 

Illustrative Design - Pay-out formula for Severance Benefits 
Exempt Employees 

~, ................................................................................................................................................................................................................................................. . 

25 li0# 

~ 20 1 :::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::, ::::::::::::::::::::::::::::::::::::::::::::::::::f%:::::": ............................................................. : ... .::::.,::::.:.:.: .... . 
Qj 

> 
Qj 

(/) 

'0 
~ 15 j :::):o:o:o:o:o:o:o:::::::":":":":":":":":":::::::::e:!:e:e:e:e:e:! :::::\o:o:o:o:o:o:o:::::::::O:o:o:o:o:o:o:i :::::::e:e:e:e:e:e:e:! :::::::~0::::0·:-:0-:··0···ggg~· gggggggggggggggggggggggggggggg~ 

~ 
'0 ... 
Qj 
~ 10 II::;;K.~."+·'·'··+····+·· ___________________________ ~ 

::J 
Z 

5 r.: ••••• , •••••••.•.•. ,.,., ....... . 

o r·'····· 
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Years of Service 

I-BeBsD current policy - BeBSD ele ~1.5 weeksNOS General Industry I 
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Appendix: Illustrative Design 
Sample Payout Formula ~ Management 

2 weeks for each year of service for with a minimurn of 4 weeks 

a maximum of 39 weeks 

45 

Illustrative Design - Pay-out Formula for Severance Benefits 
Managers I Directors (Career Bands Band C) 

40Bk§§§§0#§§~G#@8~G¥@8~0@§§§§0#§§~G#@8%i~~~~~~%@ili@0 

g 30 11111111 1Ii'IIIIIIIIIIrlilii 1111 I ~ 
Qj 

j 15 -J/· .................................................................................................................: 

.......................................................... : ~ 10 I· ................................................................................................................................................................................. . 

5 I :::::::::::::::::::::::::., 

o I'·'·'·'·'·'·'·'·'·'·'·'·'·'·'·'·'·'·'·'·'·'·'·'·'·'·'.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,·'·'·'·'·'·'·'·'·'·'·'·'·'·'·'·'·'·'·'·'·'·'·'·'·'·i 

2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 

Years of Service 

I-BeBso current policy ~ BeBSO Manager ele """"""'" BeBSO Oirector ele =1.5 weekslYOS General Industry I 
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Appendix: Illustrative Design 
Sample Payout Formula ~ Executives 

2 weeks for each year of service for with a minimum of 10 weeks 

and a maximum of 52 weeks 

90 
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70 

Qj 
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2 3 4 

Illustrative Design - Pay-out Formula for Severance Benefits Executives 
(Career Band X) 

5 6 7 8 9 1 0 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 

Years of Service 

I-BeBsD current policy - BeBSD ele -2 weeksNOS General Industry I 
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