Chapter 12
Employee Benefits
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Introduction

Employee Benefits Ol gal) BT
>have grown in importance and ¢ il 5 iraa¥) & Caad
variety

Sle Aald lalka sale S >
>are typically membership-based Crla gall dal 2085 4 gunall
rewards offered to attract and keep agale Llaall
employees

el e pile K& S5 Y >
>do not directly affect a worker’s 20 8ll S aae (Sl cJalall
performance, but inadequate benefits bl Laayaxe ) 505
lead to employee dissatisfaction

legislation, unions, and a changing workforce have
expanded benefit offerings
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Introduction

> benefit and service offerings add 4dlia) deniall Cleaddl 5 20 a8l >
about 30% to an organization’s il ol aalss ) /30 s
payroll cost EONEAY
> benefits become the focus of Glia glaall ) sae 2] al) muat >
negotiations with employees when OS5 Y Ladie (pabs sall ae
large wage and salary increases are BYESU RPN UK TR
not feasible AiSan il )l 5

Some of the benefits we enjoy today were established under
Franklin Roosevelt's New Deal as a response to the Great Depression--
most notably unemployment insurance and social security.
To get a taste of this extraordinary time, watch
- oSl LS e Jrd o S cld ) ) (Sl Bagaal) dadall Can gan Gl o sall Lgy aias ) 230 gl (joany
bl g ddle e gl 13 axda o Jpaall | claia¥) Glaall s Al aca il W il
http://www.youtube.com/watch?v=4F4yTOKAMyo



http://www.youtube.com/watch?v=4F4yT0KAMyo

Introduction

ontemporary Benefits Offerings 3 _palzall Ui jall (a9 8
 benefits today reflect a diverse e giia dldle B8 uSaiagll il gd o
workforce A g8 29 8 A e apanali - ganill e

« challenge -- designing a benefits Al 5

attracts applicants

package that is lawful and attractive and current workers
meets legal Onlladl Jlaadl 5 Geatiall Cadag
: Requirements health insurance
ol Ll retirement plans
social security time off
unemployment compensation disability
workers’ compensation life insurance
FMLA e (el
elaia¥ ezl e L el
AUl | iy gas i gl gl
Jlandl Slizay g e
EMLA shall e il 4




Legally Required Benefits
2 sllaall 4 gilal L) jall

Social Security Slday) ladll

- financed by equal employee and O ‘*ﬂd\j\ “—"Mh}* uf“dyv:
employer contributions, based on e ¢ Glaual 5 ik 5l

. LY (e A st A (gl
a percentage of earnings — A
P Dl cpacliiall Jas o

 provides income for retirees, sall 0 e ollaiall g (3 gaal
isabled workers and survivin T e et e
disabled workers and s g el i) Adas jny i
dependents

DS el JOIA (1
 provides some health insurance

coverage through Medicare

SS was never intended to be sole source of retirement income.
Watch: http://www.youtube.com/watch?v=aVZijG4WSOw
el Jaall as gl Hacaall & ol gl Gaw (e 2 saailal) (S5 A
saalishttp://www.youtube.com/watchfv=aVZijG4wSOw



http://www.youtube.com/watch?v=aVZijG4WSOw

Unemployment Compensation

» funded by employers who pay combined federal
and state tax imposed on taxable wage base

 tax varies based on organization’s
unemployment experience: the more layoffs, the
higher the rate

» provides employees with some income
continuation during periods of involuntary
unemployment

* typical coverage is for 26 weeks

Reguirements to Receiving Unemployment Benefits:
1. involuntary loss of job (but not having been fired)
2. must have worked a minimum number of weeks
3. have applied to a state agency for unemployment
4. have registered for available work
are willing to accept any suitable job
5. offered through the state agency

Legally Required Benefits
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Legally Required Benefits

Workers’ Compensation
 paid for by the organization

* rates based on likelihood of accidents, past history, and
the type of industry

 benefits pay expenses and/or compensate for losses
resulting from work-related accidents or illness,
regardless of fault

Jland) culiday gas

dalaiall Lgadxi ) o

& 515 ¢ oualall Fo Ul cCaal all g g Jlaial (ulal o CVara o
deliall

ddag yall (ol jeY) s Eaal gall e daalill LAl e cansadll o [ 5 e
Uaddl e laill ey (Jandly




Legally Required Benefits

Family and Medical Leave Act dadall g 4y ) 3 3Y) (g8
* requires employers with 50 Al Janll Ll e ey e
or more employees to Zlandl SS) ) ik 50 50 agzal
allow up to 12 weeks of Jiai aYlde g e 5 jlal
unpaid leave for family or s alle LV e il 12
medical reasons duk
* specifies record-keeping Mol i cilllaie s, o

and communication AN
. e Ly
requirements
» employer must maintain Sliadl deal) caba e g

health benefits. Asaall 368l e



Voluntary Benefits

iae shall L) 3l

ealth Insurance (a (sl

* increases in healthcare ale I Callss a3ab sl ld .
costs have made health e>all Gaalill (e laa dpaiall
Insurance a critical benefit danla 32014

» healthcare costs are el dpnall Ale ) CadlSi pla .
growing faster than wages DY) (e gl B

: purplose IS ftr% Pnrotect Oe il sddl len sa ga il e
ggggs?r%%ehic loss should a i :Uw‘
serious 1llness occur oA (e

The current debate over a public option for health insurance is
heated. For the pros and cons, see:

http://www.balancedpolitics.org/universal health care.htm o



http://www.balancedpolitics.org/universal_health_care.htm

Voluntary Benefits

Traditional Health Insurance eE aal) il
= typically has the fewest coverage ddarill 558 S8 () oS) e sale

limitations for the employee Cals gall
= usually the most expensive el S Losale
= provides coverage in three areas: (Yo A0 8 Akt g

1. Hospitalizations <badiuall
2. medical/surgical 4kl sl 2l

3. major medical _< Akl
Some major traditional health

Insurers are: _
PASN
We want you to know™ V&Q

\K Aetna BlueCross

BlueShield

UnitedHealthcare
UnitedHealth Group Company

R
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http://www.aetna.com/
http://www.aetna.com/
http://www.bcbs.com/
http://www.bcbs.com/
http://www.uhc.com/
http://www.uhc.com/
http://www.cigna.com/
http://www.cigna.com/

Voluntary Benefits

Health Maintenance Organizations (e sh) dauall Alual) cilaliia

(HMOQO:s)
i g o sllaall ALl CilElaainy)

= alternative benefit required by Health 1973 s Lnall L) ) 5

Maintenance Act of 1973 Loy Al Al o) ALLEN Ble S
= broad comprehensive care provided by "ASLED " aa cpdll cLidaY)

physicians who are “in network” 5 sl LS Al Calige
= employee incurs small copay ISy 32 gane dpanall e Il ) jLa -
= health care choices significantly limited S

®
Major HMOs... g\\w/é gAEE“ﬁiNENTE =

WELLPOINT

W t to k r
\oewan you to know ‘9 | i ANA
XAetna e @8 Huvana
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http://www.wellpoint.com/
http://www.wellpoint.com/
https://www.healthnet.com/portal/home.do
https://www.healthnet.com/portal/home.do
http://www.humana.com/
http://www.humana.com/
https://www.kaiserpermanente.org/
https://www.kaiserpermanente.org/
http://www.cigna.com/our_plans/medical/hmo/for_you.html
http://www.cigna.com/our_plans/medical/hmo/for_you.html
http://www.aetna.com/
http://www.aetna.com/

Voluntary Benefits

Preferred Provider Organizations (PPOs) (s3) Alaial) ciladil) adia cilaliia

. mem_ber heal_th care pr_oviders agree to e cleacV) duaall e | gania 38 o
provide services at a fixed fee ‘ Cal ans n Claddl) apas

« employees are encouraged by lower rates S8 ¥ axa I8 (e uﬂ-‘aﬂ\ Al Ay

to use member or “preferred” providers (2a "Jaddll" gl cliac V) aladiny

» combine best of HMOs and traditional | ke
insurance () Galia (e il (i el
Point-of-Service Plans (POS) (e s2) 4adidl Jaldi Jalad
* require primary care physicians 4 W) le N eldal allats

- employee can go out of network, but & Oy A e g s Al ol pall (R
pays up front and seeks reimbursement Lol 220l 2 5 Ladia

herself
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Consumer-driven Health Plans
* high deductible
* health savings account

 support services help employees make
decisions

Employer-operated Coverage

« employers self-fund insurance
programs

« operated under a Voluntary Employees
Beneficiary Association (VEBA) to
reduce costs

« often hire third party to administer

Voluntary Benefits

Mgial) ) Saiiall Laual) Jakadl)

pad Alle

ol il s

383 il sall 2ol e all ilasa
<) all

Jaad) calia Wy Al dgladcil)
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Voluntary Benefits

Health Insurance Continuation aal) calil) ) il
= The Consolidated Omnibus Budget aalal) A Saad) G b gl (ygdlB
Reconciliation Act (COBRA) (1255) 2 gal

* provides for continuation of &) Jaat 3aal bl ) ) paind e o
benefits for up to three years Janll Calh gall & 3 2y € gins &30

after an employee leaves a job Cala ol 8 QAM\ T
« cost is paid by the employee ' )

Laa clallats

The H I PAA ReqUIrement ) WE ARE b-;IPAACOMPLIA:T! M‘ U'MU\ ds" uy\'s -
= The Health Insurance Portability and 1996 ala Uelisdll

Accountability Act of 1996 Jeall Clanal e G g jidl o
 Imposed on employers and lenall GAMA sl il Sl

health providers regulations ) ] il
regarding the confidentiality of “‘uﬁu‘.“ﬂ“‘* j‘ﬂ‘“‘j‘
employee health information Al gall il
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Retirement Benefits aclaill chldlaati

Employee Retirement Income Security alad (il al) 3ol JA3 Clada ¢ 5ild
Act (ERISA) of 1974 1974

* vesting rights — right to pension Cilaal) CilBlaati & gall - (3laatuN) s
benefits even if one leaves the A< 5al o ydl & 5 g i el
company 0585 Ol e sae il Gilaall (§gaa (K
 enables pension rights to be portable 4l gana

- sets up Pension Benefit Guaranty )58 Aol GLilaal) s 5 d2a
Corporation (PBGC) (22) G505

Llad Aoz IS AN Jpeal o
LalS Bb gl A gaall pe dpaeledl) chlilasll

= claims corporate assets to cover
Inadequately funded pension
plans

* requires Summary Plan Description
(SPD)
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Retirement Benefits

Defined Benefit Plans padaall adliall b

= plan specifies the dollar benefit )
Ac el 2ie

workers receive at retirement

a2l Ol g (e drua ) sole aTiud g e

= usually based on some formula Sl gy sail) Jaus gia s
of years of service and average )
final compensation ipe Sall Cileliall & ST aodiod o
L Ay

= used more in government and
unionized industries
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Retirement Benefits

Defined Contribution Plans S anaal] ilaa Loall Jakad
= employee and employer may b Jeall Calia s ol gall aabun o (Say =
contribute to account based on 5__aall ac ) gall ) laliiu) Clual)
rules established for contributions Cilaa Luall
= amount of benefits depends on Gl el Flad o adliall Hlate adiey =
success of account investments Sl

money purchase profit-sharing

pension plans Plans
Jl ¢ 5 acledl) Jalad ZLY) ands Jalas
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Retirement Benefits

Money Purchase Pension Plan dyae i) cldlaal) bl o) y& Jlall

> type of defined contribution plan ; 323l Aaablial) ddad & 4
> organization commits to depositing fixed s Juall 5o Sl laa gl Aakaiall o 5305
amount of money or percentage of L st ol all ol (e 45 e A
employee’s pay annually

Profit-Sharing Plans zLY) andis Jabd

> variation of defined contribution plan 3235l daalisall ddad (4l
> company amount contributed depends on S sima o ading aalu 48l ali
profit level in the organization dabaiall 8 o )l
> contribution is optional, not required ol ey HLid) dealue
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Retirement Benefits

Individual Retirement Accounts (vl n)) A Al ae sl illua

1.

(IRAS)
Glaali Jall Calia sy
hed pal) Q) e il juall o of ¢S
2o @l Gl (8 iS40l sa0ldl)
3 sl a\&,ﬁﬂo\jﬁy Ole o1 Sllia
B EV{PURIVEN A ML

employer makes contributions

can defer taxes on amount deposited
and interest earned in retirement
account

two types exist for small businesses
and self-employed

401(K)s: 13 (4) 401

permit workers to set aside specified Jaall e Gime fhae ity Juanll e
amount of income on tax-deferred Al el il puall Gl (e
basis Cids sall daalioe dilas Jandl laial (Say
employers may match employee
contribution
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Paid Time Off 4c siae 3 )l

Vacation and Holiday Leave iae dlke dle

* vacation time Is usually
related to the length of
time on the job

Cd gl Allae asi jilassle s o
Jeadl e i gl J sl

» some companies also ¥ L) et GS Al (yamy o

allow personal days that Lgalasind (Say (Al Apad il
can be used for any reason Sl (e s Y
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Paid Time Off

Disability Insurance Programs

saad) Al il Tl s
= provides salary continuation for:

- short-term disabilities (sick leave) “ dal e il JUA%*‘“ A
- long-term disabilities (coverage (“-’*"ﬂ‘ oY) dﬂ‘ we.mfl‘ ey
usually effective after 6 months) (D) B 2y Allad dphanill () 5S5 e Bale)

: e : e 30 g CulS HEl | oary A28
= some companies provide financial ol iﬁ - ‘J“L , ;ﬂ
incentives to employees to not use - peilOla] pladiul paad (i
their sick leave ;
JaY) dl gl dadle ) s Jat L dale
= |ong-term disability plans usually Lo Wl g ccals gall il y (e 6 3 s
replace a portion of the employee’s 760 oS
salary, often 60%
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Survivor Benefits kil il 58

Group Term Life Insurance Sl gl o dball o il
= benefit is usually based on one’s sl Janall () Andial) 25t Lasole

annual rate of pay oM
' i sed A O e A el By
= supplemental insurance increases & O e ghaSll Calill 2y 5

g Cabs gall il y e
coverage to two to five-times the sall il e e

employee’s salary bl oyl
il ddag el @il slall e opulil)
Travel Insurance (el Janill Jasi V) Jlae ) Jlas

= [ife insurance for business travel-
related deaths (not including

normal commuting)
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Survivor Benefits

The Service Side of Benefits

1.

©ONOORWN

employee assistance
programs

credit unions

housing

tuition reimbursement
uniforms

company-paid transportation
social and recreational events
parking

2l 58l Cya daddl] Cuila
ol sl 8acLisa el s
Alaiy) calalasy)
QS

Al Al & g Y s
el g5l
4ag8 il g dpelaiall
Gl )las 8 5a

O~NOOURNWNR

»employers often can provide services at no cost or at a significant

reduction from the usual cost
Go S Uadd b ) A8 (g (g0 leadll) i Gla ) (e S (A Jeal) ClaaY (Say

palixal) 4815
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An Integrative Perspective on Employee Benefits

Crdla sl Wl e e LSS ) slaia

Flexible Benefits
45 yo 2 48

Modular plans

Flexible spending
accounts

OPTIONS

ME NU

Flexible spending
accounts

Core-plus
options

pModular plans

These programs allow employees to choose which benefits they want and help to keep
costs down.

sl mid e saelun g Lo st g Al ) sal) Laals (s sall el il 028 sy 24



An Integrative Perspective on
Employee Benefits

Flexible Spending Accounts 4 al) Ja) clibea
« under Section 125 of the Internal Revenue Alalall cila) ¥ O 58 (el25 pndll i gay
Code employees can set aside a a8 Y sally dase alie Ganads ik gall oSy
designated dollar amount before taxes for Jie dire Glead Jilie il el
specified services such as
Ll dile I LU 1
1. health-care premiums dphbll il 2
2. medical expenses ol LSl JulYI dde 5 S 3
3. dependent child or elder care i giEl Glardl) de sana 4
4. group legal services

el (s o il yall daliae callati
J) Yl paan (345 ()l 5 Aliadic daline () Y
L olae of daull JMA

* IRS requires that accounts for different
purposes be separate and that all money
be spent during the year or forfeited )

: : Laiay!

*  not subject to federal, state, and social oS

security taxes
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An Integrative Perspective on
Employee Benefits

Modular Plans Cilaa g Jalad
= employees choose a pre-designed daaas daja sl Gpbsall m
package of benefits from several GILA 2o (e 20 5dl) (e Baa

options ;
S0 (e gl ) G gla- )9S
Core-Plus Options Plans om0 ddaxill (5 53 (il gl m
= employees given core coverage o (Ble s abally cdukll Ji)
(e.g. medical, life, disability) with G AY) L el paatl A

option to select other benefits
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Let’s Play Jeopardy-style!

1. Social Security, unemployment compensation, workers’ compensation, FMLA.
What are legally required benefits?

2. Benefits that pay expenses and/or compensate for losses resulting from work-
related accidents or illness, regardless of fault.

What is workers’ compensation?

3. Health insurance, retirement plans, time off, disability, life insurance.

What are voluntary benefits?

4. Requires employers with 50 or more employees to allow up to 12 weeks of unpaid
leave for family or medical reasons.

What is the Family Medical Leave Act?

5. Money purchase pension plans, profit-sharing plans, IRAs, 401Ks.

What are defined contribution plans?

6. Flexible spending accounts, modular plans, core-plus plans.

What are flexible benefits?
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