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Common Health Plan Options

Employers searching for methods to control
rising group health costs should consider the
following important differences in three com-
mon cost-reduction options:

Health Savings Account
(HSA)

The employee, employer
and others can contribute
to the employee’s account.
The tax benefits are three-
fold: Contributions are tax
deductible, earnings are
tax-free, and withdrawals
for qualified medical
expenses are tax-free.
Funds in the account do
not expire, and employees
can take their accounts with them if
changing jobs.

Flexible Spending Account (FSA)

The employee or employer can contribute

through a salary reduction agreement. The tax
benefits are two-fold: Contributions to the
account are tax deductible and withdrawals are
tax-free if used for qualified medical expenses.
Funds in the account are
forfeited if not used by the
end of the year, and the
account is forfeited if the
employee changes jobs.

Health Reimbursement
Account (HRA)

The employer contributes
to the account. Employer
contributions are not
included in the employee’s
income, and withdrawals
are tax-free if used for qual-
ified medical expenses. Money in the account
can carry over to the next year. Funds are
returned to the employer if the employee
changes jobs. |

hose entrusted with the administra-

tion of a firm's employee benefits pro-
gram face the difficult responsibility of
understanding the many compliance
guidelines set forth by the U.S.
Department of Labor and ERISA.

Understanding compliance is not easy;
nonetheless, it is extremely important to
reduce the risk of litigation arising from a
breach in fiduciary responsibility.

Benefits administrators, HR managers
and employers should visit the
Department of Labor’s website
(www.dol.gov/compliance/laws/

Benefits Compliance Free Info

comp-erisa.htm) for important informa-
tion concerning compliance and other
essential data. The website contains
everything administrators need to know
on important benefits issues including
ERISA, COBRA, the Employee Benefits
Security Administration (EBSA), and more.
The DOL has compiled consumer-friendly
guides, fact sheets, record-keeping assis-
tance, e-tools and other items essential to
understanding required filings, reports
and other compliance information that
will ensure the proper administration of a
variety of employee benefit plans. m




Critical lliness
Benefits

Critical illness insurance is a
voluntary health benefit prod-
uct available from several major
life and disability insurers at no
cost to employers. This and other
voluntary health benefits are
designed to fill large gaps in tradi-
tional major medical plans, and
most products are available to
groups on a guaranteed

issue basis.

Most critical illness policies pay
cash benefits at the time the indi-
vidual receives any of several criti-
cal medical diagnoses. Covered
events include cancer, stroke,
heart attack, kidney failure, major
organ transplant and others.

In addition to providing money
to help with out-of-pocket
expenses for treatment itself,
many critical illness policies also
cover at least some expenses relat-
ed to treatment. Such expenses
may include transportation to
treatment and home-care support
stemming from the diagnosis.

Many critical illness policies also
cover costs associated with recur-
rence or multiple diagnoses of
covered illnesses. Call us for more
information on this important vol-
untary benefit for your firm'’s
employees. m

Inform Employees of 401(k) Options

Benefits managers, are you doing
your fiduciary duty in explaining
to employees their options when
they are going to work somewhere
else? How about when they begin
employment at your firm?

A recent study by Hewitt
Associates indicates that 46% of
401(k) participants who terminated
employment in 2008 took a cash dis-
tribution. Only 29% kept the money
in their former employer’s 401(k).
About 25% rolled the money into an
IRA or a new employer’s retirement
plan. Account balance cash-out rates
are highest among younger and
middle-aged workers.

“The high cash-out rate among
young and middle-aged workers is

troublesome because these employ-
ees are missing out on the
opportunity for decades” worth of
tax-deferred growth on their invest-
ments,” says Hewitt’s director of
retirement research.

Administrators must make sure
that new and departing workers
are aware of their choices, which
include keeping those dollars in a
former employer’s 401(k)—an
option many don’t know exists.
Failure to adequately inform workers
of their options could result in costly
claims of a breach of fiduciary
responsibility.

For more information on commu-
nicating options to workers at your
firm, call our service team today. M

Dependent Eligibility Audit

Benefits departments looking
to control escalating health costs
should consider looking within,
according to a recent report from
Watson Wyatt Worldwide.

A dependent eligibility audit
has become the fastest-growing
form of health-cost audit per-
formed by companies, according
to the report. This type of audit
reviews whether the dependents
enrolled in the company’s med-
ical benefit program truly qualify.

According to the report, such
audits have grown in popularity due
to the immediate and substantial sav-
ings reported by firms that successful-
ly identify ineligible dependents—
usually ex-spouses and children who
have dropped out of college or “aged
out” and no longer qualify for bene-
fits. Experts believe these audits prove
that between 3% and 12% of depend-
ents on an employer’s health plan are
actually ineligible.

Savings related to the removal of

ineligible dependents vary. They
can reduce health expenditures by
1%-3% for many employers. Large
employers have seen savings of
millions of dollars.

Interested in learning more about
how your firm could save health
plan dollars through this and
other audits? Give our service team
acall. m






Thank you
for your referrals.

If you're pleased with
us, spread the word!
We will be happy
to give the same
great service to all of
your friends and
business associates.

How Does Your 401(k) Score?

Interested in how your firm’s 401(k) plan measures up to others? Now
there's a service that will tell you. BrightScope (www.brightscope.com) is
an independent 401(k) ratings and analytics firm that relies on public doc-
uments to compile information and “score” 401(k) plans. Scores are based
on several factors, including the plan’s administrative costs, investment
returns, options, expenses and company matching.

The service has reviewed more than 4,000 plans and hopes to exceed
30,000 by early 2010. If your plan is not one of those already reviewed,
you can contact the service and have your plan reviewed for free regard-
less of the number of participants.

To see how your firm’s plan stacks up, visit www.brightscope.com. For
more information about your firm’s 401(k) plan, call our service team
today. m




